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A STUDY OF THE ANTITRUST LAWS 


WEDNESDAY, SEPTEMBER 21, 1955 


Untrep Srates SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MoNnopouy 
OF THE COMMITTER ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 9:30 a. m., in room 424, 
Senate Office Building, Senator Joseph C. O’Mahoney presiding. 

Present: Senators O’Mahoney (presiding), Wiley, and Dirksen. 

Also present: Joseph W. Burns, chief counsel; Malcolm Mecartney, 
assistant counsel, and George E. Clifford, assistant counsel. 

Senator O’Manoney. The committee will come to order. 

This meeting of the Antitrust and Monopoly Subcommittee of the 
Senate Judiciary Committee is being called today by the acting chair- 
man, appointed by Senator Kilgore, who is the chairman of the sub- 
committee, as well as chairman of the Judiciary Committee itself, who 
is absent in Europe, preparing for some studies there with respect to 
foreign trade. 

The committee was established by Resolution No. 61 of the Senate, 
a copy of which will be put into the record at this point. 

(S. Res. 61 is as follows:) 


[S. Res. 61, 84th Cong., 1st sess.] 
RESOLUTION 


ResoWwed, That in holding hearings, reporting such hearings, and making 
investigations as authorized by section 134 of the Legislative Reorganization 
Act of 1946, and in accordance with its jurisdictions specified by rule XXV of 
the Standing Rules of the Senate insofar as they relate to the authority of the 
Committee on the Judiciary to make a complete and comprehensive study and 
investigation of the antitrust laws of the United States and their administration, 
interpretation, operation, enforcement, and effect, and to determine the nature 
and extent of any legislation which may be necesary or desirable to— 

(a) clarify existing statutory enactments, and eliminate any conflicts 
which may exist among the several statutes comprising such laws; 

(b) rectify any misapplications and misinterpretations of such laws which 
may have developed in the administration thereof: 

(c) supplement such statutes to provide any additional substantive, pro- 
cedural or organizational legislation which may be needed for the attain- 
ment of the fundamental objects of such statutes; and 

(d) improve the administration and enforcement of such statutes, the 
Committee on the Judiciary, or any duly authorized subcommittee thereof, 
is authorized from March 1, 1955, through January 31, 1956, (1) to make 
such expenditures as it deems advisable (2) to employ on a temporary basis 
such technical, clerical, and other assistants and consultants as it deems 
advisable; and (3) with the consent of the heads of the department or 
agency concerned, to utilize the reimbursable services, information, facilities, 
and personnel of any of the departments or agencies of the Government. 

Sec. 2. The expenses of the committee under this resolution, which shall not 
exceed $200,000, shall be paid from the contingent fund of the Senate by vouchers 
approved by the chairman of the committee. 

Sec. 3. This resolution shall be effective as of March 1, 1955. 
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Senator O’Manonery. This resolution authorized a full-fledged 
study of all phases of the antitrust laws, and the problem of monopoly. 

Today we are looking into the question of mergers in the utility 
field. 

There have been previous hearings on mergers. We have had the 
testimony of the Assistant Attorney General, Judge Barnes, who dis- 
cussed with us the policy of the Department of Justice, in which he 
described the manner and the method by which the Department of 
Justice would approve some mergers and disapprove others. 

In order to get a picture which would be available to the Congress 
and to the public of the way in which mergers are promoted and 
carried through, the subcommittee authorized the staff to make a study 
of the proposed merger of the Washington Water Power Co., which is 
an operating company in the Northwest, principally in the State of 
Washington, and the Puget Sound Power & Light Co. of Seattle, 
Wash. 

The subcommittee was particularly interested in the part played 
in that proposed merger by the Electric Bond & Share Co. and its 
wholly owned subsidiary, Ebasco. The study was made since the 
recess of Congress by the staff of the subcommittee, the head and gen- 
eral counsel of which is Mr. Joseph Burns, who is with us today. 

I will ask Mr. Burns to make an opening statement describing what 
the staff has done. 

Mr. Burns. The staff of the subcommittee has gathered informa- 
tion about the background of this proposed merger. The Puget 
Sound Power & Light Co. is a private utility operating in the western 
part of the State of Washington, most of whose stock is owned by 
members of the public. 

A great deal of the electric power distributed in the area in which 
this company operates is supplied by publicly owned power compa- 
nies usually referred to as public utility districts. 

Under legislation in the State of Washington, these public utility 
districts have the right to construct their own electric systems or to 
acquire existing electric systems by purchase or condemnation. 

Over a period of about 15 years, several separate portions of Puget’s 
generating and distributing system had been taken over by utility 
districts as a result of condemnation suits and other acquisitions. 
These suits were strongly resisted by the management of Puget and 
its president, Frank McLaughlin. 

About 1950, the management of Puget concluded that the piece- 
meal condemnation of its properties was wasteful and suggested that 
the utility districts endeavor to present to Puget a combined purchase 
offer for all their remaining properties on a basis which would be fair 
to the company and its stockholders. 

The utility districts accepted this suggestion and petitioned the 
Legislature of the State of Washington for an amendment to the 
law in order to enable them to join together for an overall acquisition 
of Puget’s properties. 

After this legislation was enacted, Puget and the utility districts 
entered into an agreement dated September 10, 1952, by which they 
would acquire almost all of Puget’s properties for a price aggregating 
about $100 million. This would have yielded Puget’s stockholders 
approximately $22 per share of their stock. The retained properties 
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were expected to net the stockholders an additional $5 per share, or 2 
total liquidating figure of about $27 per share. This amount was 
substantially greater than the then opie’ price of the stock. 

This purchase offer was approved by Puget’s board of directors 
and at a special meeting of Puget’s stockholders where it received an 
affirmative vote of approximately 84 percent of Puget’s outstanding 
stock. 

However, the sale to the utility districts was never carried out be- 
cause they were hampered in various ways from selling their bonds 
to obtain the necessary finances and there was also serious delay from 
litigation instituted in the State courts of Washington by persons 
seeking to obstruct the transaction. 

Puget brought suit against Washington Water Power Co. on De- 
cember 8, 1952, on the ground of malicious interference with its con- 
tract with the utility districts, charging that these obstructive moves 
were instigated and carried out by Washington Water Power and its 
agents, Including Ebasco Services. 

After the agreement was entered into with the utility districts, a 
stockholders’ suit was commenced in Massachusetts in October 1952, 
where Puget Sound is chartered, to enjoin execution of this proposed 
sale. The plaintiffs were John S. Tilney, of the brokerage firm of 
Wood, Walker & Co. in New York, and William J. Collins, of the 
brokerage firm of William J. Collins & Co. in Portland, Oreg. 

On October 9, 1952, just prior to the time Puget’s stockholders 
were to vote upon the agreement for the sale to the utility districts, 
Washington Water Power proposed a merger between the two com- 
panies. After considerable negotiations, Puget and Washington 
entered into an agreement on April 8, 1953, on condition that on or 
before July 30, 1953, all necessary regulatory approvals be obtained 
and the merger actually consummated. 

This date of July 30 was emphasized by Puget because the utility 
tlistricts had been granted the right to carry out the purchase of 
Puget properties as of July 31, 1953, if no merger had yet taken place 
and if the utility districts were able to free themselves of court 
entanglements. 

It developed that as of the specified dates, Washington was unable 
to complete the merger and the utility districts were unable to com- 
plete their purchase. It seemed that each side had the other stymied. 

While the utility districts were tied up in the courts, the merger 
was delayed by vigorous and widespread opposition which speedily 
manifested itself throughout the service area of Puget Sound. Many 
persons and groups intervened in the proceedings before the Wash- 
ington Public Service Commission to oppose the merger and when 
that commission ultimately issued an order approving it, seven inter- 
venors immediately filed review proceedings in the State courts and 
obtained a writ of review. Many groups had also filed intervention 
notices in the proceedings before the Federal Power Commission, and 
as of November 1953, a hearing in those proceedings had not yet begun. 

Puget had extended its contracts with Washington and the utility 
districts until November 19 and November 20, 1953, respectively, but 
when those dates approached, Puget announced it would not further 
extend either agreement. This determination was apparently based 
on two considerations: 
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(1) Puget’s belief that both contracts would be enmeshed in addi- 
tional years of litigation and delay; and 

(2) a feeling that sentiment in ‘Puget’ s territory strongly favored 
the continuance of Puget as an independent public utility company, 
free from any connec tion with Washington Water Power , Ebasco, and 
their various allied Wall Street interests, and with the possibility of 
acquisition by public power interests greatly lessened. 

Puget announced that it proposed to continue henceforth as an inde- 
pe »ndent private utility. This decision was apparently well received 
in Puget’s territory, as was indicated by the large amount of favor- 
able press comment and congratulatory messages. Apparently this 
decision was also well received by the investing public, as indicated 
by the sharp increase which has taken place in the market price of 
Puget’s stock. 

In the year and a half since Puget announced its decision to continue 
- an independent utility, the market price has risen from about 

25 per share to its present price on the New York Stock Exchange of 
aoa $40 per share. 

It appears, however, that Puget’s decision to remain independent 
was not satisfactory to Washington Water Power, Ebasco, and 
their various Wall Street associates. At the time Tilney and Col- 
lins commenced the Massachusetts court action, a committee was 
formed, in association with several other representatives of invest- 
ment bankers and brokers, which called itself a stockholders com- 
mittee for the Puget Sound Power & Light Co. 

Tilney had engaged John J. Burns, a 1 member of the New York law 
firm of Burns, Currie, Rich & Rice. It appears that this firm has also 
represented Electric Bond & Share. The secretary of this stock- 
holders committee was Francis Currie, a member of that firm. 

This committee caused an action to be instituted in the Massachu- 
setts court to obtain a list of stockholders. It asserted that this list 
was desired for the purpose of replacing the management of Puget 
with a new board of directors committed to bringing about the merger 
between Washington and Puget. 

After many months of a the court granted the applica- 
tion for the stockholders’ list. On July 20, 1955, this stockholders 
committee sent a letter to the stockholders of Puget requesting that 
they support the committee in its effors to bring about a merger of 
Puget with Washington over the objections of Puget’ s management 
and board of directors. 

The Securities and Exchange Commission notified the stockholders 
committee that the July 20 letter, although not in the form of a proxy 
solicitation, amounted to that in effect and violated the SEC’s proxy 
regulations. 

The SEC threatened that it would institute an injunction proceed- 
ing to force recall of the letter unless it was voluntarily withdrawn. 
To avoid the issuance of an injunction, the stockholders committee 
sent out a subsequent letter dated August 5, 1955, requesting Puget’s 
stockholders to disregard the signature cards transmitted with the 
July 20 letter and promising to make no use of any cards sent in by 
the stockholders of Puget. 

The interest of the members of the stockholders committee may be 
of importance in considering whether such a merger should be ap- 
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proved. Regardless of the merits of a merger from the economic 
standpoint, motives of the parties may be taken into consideration. 

In this case, it will be of interest to know whether the members of 
this committee were acting as stockholders in the interest of Puget, 
or had some other interest which might be contrary to that of Puget. 
Among the members of this stockholders committee are several firms 
which appear to have had close banking relationships with Electric 
Bond & Rhats and Washington Water Power Co. 

These are Kidder, Peabody & Co.; Blyth & Co.; White, Weld & Co. ; 
and the Union Securities Corp. Some of these firms have participated 
in financing for Washington Water Power from which they have re- 
ceived substantial fees. If this merger had been consummated, it 
appears that certain of these firms would have obtained substantial fees 
in connection with the exchange of securities and in other capacities. 

It appears that Ebasco has had a substantial and continuing interest 
in promoting this merger. Prior to September 1952, Washington 
Water Power had been a member of the Electric Bond & Share hold- 
ing company system. Although Electric Bond & Share had been 
ordered by the Securities and Exchange Commission to divest itself 
of other operating subsidiaries, 10 years had elapsed before Wash- 
ington Water Power was released. Since tlie dissolution of the hold- 
ing company which controlled Washington, Ebasco has continued 
virtually the same service relationship with Washington as existed 
during the preceding period when it was openly under the control of 
Electric Bond & Share. 

Available data indicates that Ebasco has collected from Washington 
during the past 314 years fees aggregating xpproximately $2 million. 
Such fees are either charged by Washington as operating expenses or 
when related to construction are capitalized and thereafter included 
in plant 2ceount. 

n either event the consumer ultimately pays these fees. If the 
merger were consummated, Ebasco would undoubtedly render services 
to the former Puget properties which likewise would be paid for by the 
consumers in western Washington. 

In recent months the Ebasco influence in the Northwest has been 
extended still further. A new corporation, the Pacific Northwest 
Power Co., has been created by four of the private utility companies 
in this area—Washington Water Power Co., Montana Power Co., 
Pacific Power & Light Co., and Portland General Electric Co. 

Applications for licenses have been filed by Pacific Northwest Power 
with the Federal Power Commission for two great sites on the 
Columbia River. 

Ebasco already has drawn substantial fees from this company and 
it has a part in the direction of its policy. An Ebasco official is also 
an official of Pacific Northwest Power. It appears that Ebasco renders 
similar services to electric power companies in various other parts of 
the country. 

The stz #has also developed evidence which seems to identify Ebasco 
with the formulation of the effort of Idaho Power Co. to displace the 
Bureau of Reclamation of the Department of the Interior as the agent 
to develop the power possibilities of Hells Canyon. 

There appears to be some evidence that a pattern has been evolving 
for the organization of satellite electric companies to be controlled on 
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a national scale by a small and powerful group of managers who will 
be in a position once more to control the production of electric power 
throughout the country. 

This is the backround against which the activities of the various 
participants in this proposed merger must be considered. 
~ Senator O’Manonry. Now, Mr. Burns, the committee has subpenaed 
some 15 witnesses, has it not ? 

Mr. Burns. Yes, Mr. Chairman. 

Senator O’Manoney. I wonder if you would be good enough to call 
the roll of the witnesses, so that they may stand in response to their 
names, and the oath may be submitted to them en bloc. 

Mr. Burns. Mr. Chandler Hovey, Jr. 

Mr. Hovey. Present. 

Mr. Burns. Mr. Walter J. Gruber. 

Mr. Gruper. Present. 

Mr. Burns. Mr. Edwin S. Webster, Jr. 

Mr. Wersrer. Present. 

Mr. Burns. Mr. Alfred E. Borneman. 

Mr. Borneman. Present. 

Mr. Burns. Mr. Francis Currie. 

Mr. Currie. Present. 

Mr. Burns. Mr. Laurence M. Marks. 

(Response: To be here tomorrow morning.) 

Mr. Burns. Some of these may not be here. 

Senator O’Manonry. What did you say about Mr. Marks? 

(Response: Mr. Marks’ telegram directed him to be here tomorrow 
morning at 9:30.) 

Senator O’Manoney. Very well. 

Mr. Burns. Mr. Frederick L. Miller. 

Mr. Mixer. Present. 

Mr. Burns. Mr. John S. Tilney. 

Mr. Chairman, these witnesses that I am going to read now were 
subpenaed for tomorrow or Friday, but if they are here, they may 
answer; some of them are here and they could be sworn. 

Jacob Bleibtreu. 

( Not present. ) 

Mr. Burns. Mr. John T. Von Der Heide. 

( Not present.) 

Mr. Burns. Mr. David Moralia. 

(No response.) 

Mr. Burns. Mr. Albert H. Gordon. 

(Response: He will be back tomorrow. ) 

Mr. Burns. Mr. Frederick C. Gardner. 

Mr. Garpner. Present. 

Mr. Burns. Mr. William E. Parrott. 

Mr. Parrorr. Present. 

Mr. Burns. Margaret M. Frank. 

(Response: Miss Frank is scheduled to appear on Friday, but she 
is available and will be here.) 

Mr. Burns. Mr. Kinsey M. Robinson. 

(Not present.) 

Mr. Burns. Mr. Frank McLaughlin. Ishehere? He is due tomor- 
row. 

(No response. ) 
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Senator O’Manoney. Will each of you—— 
Mr. Waker. My name is George G. Walker. I was asked to appear 
before the committee, but have received no telegram or time for 
appearance. 

Senator O’Manoney. We are glad to have you here. Will you be 
sworn at this time ? 

Mr. Waker. We will be ready to appear at any time. 

Senator O’Manonry. Very good. 

Will each of you solemnly swear that the testimony you shall give 
in this proceeding shall be the truth, the whole truth, and nothing but 
the truth, so help 4 you God? 

(The group of witnesses individually responded, “I do.”) 

Senator O’Manoney. You have all answered / 

(The group responded, “ Yes.”) 

Senator O’Manoney. Thank you very much. 

Mr. Wixtu1am J. Coxxins. | received a subpena to appear. 

Senator O’Manonry. You were not among those that were sworn? 

Mr. Cotirins. No. 

Senator O"Manoney. Will you take the oath ? 

Do you solemnly swear that all of the evidence you shall give in 
this proceeding shall be the truth, the whole truth, and nothing but 
the truth, so help you God ¢ 

Mr. Cottins. I do. 

Senator O’Manoney. You may proceed. 

Mr. Burns. The first witness we will call is Mr. Chandler Hovey, 
Jr. 

Senator O’Manoney. Before we proceed, I think the Chair ought 
to announce that members of this committee are all under great pres- 
sure because of duties at home and abroad. Various committees are 
in various parts of the country, members have many tasks to perform 

and, therefore, it is desired to proceed as rapidly as possible with the 
presentation of the testimony, and Mr. Burns will be guided by that 
principle in the presentation of the evidence. We will appreciate the 
cooperation of all of the witnesses in hurrying through the essential 
facts which are to be developed. You may proceed, Mr. Burns. 


TESTIMONY OF CHANDLER HOVEY, JR., WHITE, WELD & CO., 
NEW YORK, N. Y. 





Mr. Burns. Mr. Hovey, where do you reside ? 

Mr. Hovey. In Locust Valley, N. Y. 

Mr. Burns. And what is your business ? 

Mr. Hovey. 1 ama partner in White, Weld & Co., at 40 Wall Street, 
New York. 

Mr. Burns. And what business are they engaged in ? 

Mr. Hovey. They are in the investment banking business. 

Mr. Burns. I would like to have marked as “Exhibit No. 1” a letter 
dated July 20, 1955, which has the heading “Stockholders’ Committee 
for Puget Sound Power & Light Ce.” 

Senator O’Manoney. Let the reporter mark it. 

(The letter dated July 20, 1955, with attachments, was marked as 
“Exhibit No. 1,” which will be found in the files of the committee. ) 

Mr. Burns. Mr. Hovey, I show you this exhibit No. 1, a letter dated 
July 20. 






1912 STUDY OF THE ANTITRUST LAWS 


Mr. Hovey. Yes. 

Mr. Burns. And I ask you if you were listed on that exhibit as a 
member of the stockholders committee ¢ 

Mr. Hovey. Yes, sir. 

Senator O’Manoney. Pardon me just a minute. 

Mr. Green, do you have copies for the members of the committee? 

Mr. Green. We will have them in a few minutes. They are on 
their way. 

Mr. Hovey. Yes; I was. 

Mr. Burns. And were you a member in your individual capacity or 
as a representative of the firm that you are a member of / 

Mr. Hovey. I represented the firm. 

Senator O’Manoney. I take that to mean that you were not a mem- 
ber in your individual capacity. 

Mr. Hovey. That is correct, Senator. 

Mr. Burns. What is the business of White, Weld & Co.? 

Mr. Hovey. We are in the investment banking business. We con- 
duct all phases of investment banking business, both in this country 
and we have some foreign offices, in addition. 

Mr. Burns. How many offices do you have in the United States? 
Can you state that? 

Mr. Hovey. I think we have 14 offices in total, 3 of which are abroad. 

Mr. Burns. Where is the principal office located ? 

Mr. Hovey. New York. 

Mr. Burns. At what address? 

Mr. Hovey. 40 Wall Street. 

Mr. Burns. As a member of this stockholders committee, did you 
approve of the sending out of this letter of July 20? 

Mr. Hovey. Yes;I did. I was at the meeting, and did approve it 
as a member of the committee. 

Mr. Burns. Will you tell us when and where that meeting took 
place, where this letter was approved ? 

Mr. Hovey. The meeting took place in Mr. Currie’s office on the 
52d floor of 40 Wall Street. 

Mr. Burns. Will you give us that date, please ? 

Mr. Hovey. It was shortly prior to July 20. I don’t remember the 
exact date. 

Mr. Burns. Was it more than 1 day prior? 

Mr. Hovey. It may have been 2 or 3 days prior, but it was a very 
short period before this letter was actually sent out. 

Mr. Burns. How many people were present at the meeting, as near 
as you can recall? 

Mr. Hovey. Oh, I suppose there were 12 or 14 at the meeting. I 
don’t remember the exact number, sir. 

Mr. Burns. From looking at the list — 

Mr. Hovey. Yes. 

Mr. Burns (continuing). Of members, can you identify those who 
were present at the meeting? 

Mr. Hovey. Well, think Ican. There may have been a few others, 
but Mr. Marks was there. He was the chairman. Mr. Collins was 
not there. 

Mr. Burns. Just list those that you recall as being there. 

Mr. Hovey. I remember Mr. Gordon was there. 
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Mr. Burns. Identify each of them. Mr. Marks is Mr. Laurence 
M. Marks of the firm of Laurence M. Marks & Co. ? 

Mr. Hovey. That is correct. 

Mr. Burns. And what is the full name of the firm of Mr. Gordon? 

Mr. Hover. Kidder, Peabody & Co. 

Mr. Burns. Who else was present ? 

Mr. Hovey. There was another gentleman there from Hornblower 
& Weeks. Mr. Antell was not there at the time. 

Mr. Daly was not there. I believe Mr. Erpf was there, although 
I am not sure. 

Mr. Burns. Is that E-r-p-f? 

Mr. Hovey. That is correct, as it is written in the letter. Iam look- 
ing at the letter here now as we go down the list. 

Mr. Burns. He is with Carl M. Loeb, Rhoades & Co. ? 

Mr. Hovey. That is correct. 

Leon Goldfluss, of Abraham & Co., I believe, was there, although 
| am not certain. 

Mr. Burns. You are not certain about that? 

Mr. Hovey. No, I am not. 

I believe Mr. Gruber was there, of Union Securities Corp. He is 
here this morning, and he will ascertain that fact. 

Mr. Burns. That is Walter J. Gruber? 

Mr. Hovey. That is correct. 

Paul B. Hanrahan I do not believe was there. 

Mr. Burns. Just list those that you do recall. 

Mr. Hovey. Mr. Walter Maynard was there. 

Mr. Burns. That is Shearson, Hammill & Co. ? 

Mr. Hovey. That is right. 

Mr. Burns. And Mr. Francis Currie. I believe you said you 
thought that there were about 14 there ? 

Mr. Hovey. There were others there; yes, sir. 

Mr. Burns. There were others there! 

Mr. Hovey. Yes. It was last summer, and I am frank to admit 
I don’t recall all of them. 

Mr. Burns. Can you recall the names of any people who were 
there besides the members of the committee whom you have named, 
people who were not members of the committee? 

Mr. Hovey. Let me see. I believe Mr. Borneman was there, from 
Kidder, Peabody. And Mr. Miller from Blyth & Co. I do not remem- 
ber any others. 

Senator O’Manoney. ‘Then, Mr. Hovey, you have given now all of 
the names of all of the persons whom you remember? 

Mr. Hovey. That I remember, yes, sir. 

Senator O’Manoney. Mr. Burns, I suggest for clarification and 
confirmation that you read the names and the business connections 
of those present whom the witness said were there. 

Mr. Burns. The ones you have named are Laurence M. Marks, of 
Laurence M. Marks & Co. 

Mr. Hovey. He is due to be here tomorrow. 

Mr. Burns. Albert H. Gordon, of Kidder, Peabody & Co. Some- 
one from Hornblower & Weeks, whose name you do not recall ? 

Mr. Hovey. No, I don’t. ; : 

Mr. Burns. Mr. Armand Erpf, of Carl M. Loeb, Rhoades & Co. 
Mr. Walter Maynard, of Shearson, Hammill & Co. Mr. Francis 
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Currie, secretary of the committee, and he is a member of the firm 
of Burns, Blake. Rich & Rice, is he not # 

Mr. Hovey. That is correct. 

Mr. Burns. And Mr. Alfred Borneman, not a member of the com- 
mittee, but a member of Kidder, Peabody & Co., which did have a 
representative on the committee ? 

Mr. Hovey. Yes, sir. 

Mr. Burns. And Mr. Frederick Miller, of Blyth & Co. His firm 
is on the committee, but the partner whose name is on the stockholders 
letterhead is Edmund F. Maxwell? 

Mr. Hovey. That is correct. 

Mr. Burns. You said that you were not sure about Mr. Goldfluss— 
Leon Goldfluss, of Abraham & Co., or Mr. Walter J. Gruber, of Union 
Securities Corp. ! 

Mr. Hovey. That is correct. 

Senator O’Manonry. Was not Mr. Antell there ¢ 

Mr. Hovey. No, he was not. It was another gentleman there that 
represented him. 

Senator O’Manonry. Is this the complete list of those who were 
present, according to his best rec ollection ? 

Mr. Burns. Those are the ones that were connected with the com- 
mittee. 

Now, I would like to ask if there were any others whose names you 
recall, either connected with Mr. Currie’s law firm or connected with 
any other company or organization ; other than these members of the 
committee ? 

Mr. Hovey. I believe Judge Burns was there, who is the senior 
partner in Mr. Currie’s office. 

Mr. Burns. Do you know whether any employees or officials of 
Ebasco Services were present ? 

Mr. Hovey. No. 

Mr. Burns. Do you know whether any employees or officials of 
Electric Bond & Share Co. were present ? 

Mr. Hovey. I don’t think so, no. 

Mr. Burns. Or of the Washington Water Power Co. ? 

Mr. Hovey. No. 

Mr. Burns. Were there any people there whose names you did not 
know ¢ 

Mr. Hovey. I am not sure of that. There may have been. 

Mr. Burns. You have listed the names of 9 persons and yourself, 
which would make 10, that you are sure were there. You think there 
may have been more? 

Mr. Hovey. Yes, there may have been. 

Mr. Burns. Do you think this meeting took place more than 1 day 
before July 20? 

Mr. Hovey. I can’t remember exactly, but it was close to that date 
of July 20 that the meeting took place. It may have been 1 day—it 
may have been 2 days—I just don’t remember. 

Mr. Burns. Do you have any recollection of the day of the week 
that it was? ; 

Mr. Hovey. No, I do not have any. It was the latter part of the 
week, I think. 

Mr. Burns. Will you just state vy briefly what was said at that 
meeting about the letter of July 20? 
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Mr. Hovey. Well, it was a review of the substance of this letter 
here and we heard what the counsel had to say about the letter and 
the various members of the committee had gone over it. It was a 
joint effort. 
~ Mr. Burns. What was a joint effort ? 

Mr. Hovey. This letter. 

Mr. Burns. Were there any other meetings which you attended at 
which this letter or a draft was discussed besides this one? 

Mr. Hovey. There was—not of the full committee—but 3 or 4 
members of the committee did spend more time on it than the full 
committee did, and the meeting “an ‘h preceded this letter had the full 
committee's approval of it, but before that I would say that there were. 
oh, 3 of the, or perhaps 4, of the firms spent more time on the letter 
than the others did. 

Senator O’Manoney. Of the firms, you say ? 

Mr. Hovey. No, not of the firms, but representatives of the members 
of the committee which represented 3 or 4 of the firms. 

Senator O°'Manoney. So that it was a firm document substantially ? 

Mr. Hovey. Well, when you say “firm,” it was more than one firm 
did it. 

Senator O’Manoney. Yes? 

Mr. Hovey. There were 3 or 4 firms. 

Senator O’Manoney. It was a document of the firms that you have 
mentioned ¢ 

Mr. Hovey. Yes, that is correct, yes. 

Senator O’Manonry. Who was the major author of the letter / 
Who took the initiative in preparing it ? 

Mr. Hovey. Well, it was pretty much of a cooperative effort. 

Senator O’ManoneEy. Somebody must have put it down first. 

Mr. Hovey. | think that Kidder, Peabody & Blyth took the in- 
itiative and coupled with Mr. Marks, and we played a part in it, also, 
White, Weld, which I represented. 

Senator O’Manoney. But Kidder, Peabody as a firm, a stockholder 
in—was it a stockholder in Puget Sound 4 

Mr. Hovey. I don’t know what their holdings are in Puget Sound. 

Senator O’Manonery. Do you know whether they were stockholders 
or not ¢ 

Mr. Hovey. No, I don’t know the answer to that. 

Mr. Burns. Did you personally have anything to do with the 
drafting of the letter at these other meetings prior to the one at which 
you have named these members as be ng present / 

Mr. Hovey. I would say I had a minor part. 

Mr. Burns. Had you examined other drafts of the letter prior 
to this final one which became the letter of July 20? 

Mr. Hovey. Yes, I had. 

Mr. Burns. And can you tell us any particular changes that were 
made from one draft to the other, that is, any important changes 
that were made? 

Mr. Hovey. Well, let me say this, that the letter was rewritten 2 
or 3 times. Naturally, it would be, as each person had a chance to 
look at it and add their suggestions. 

Mr. Burns. Well, now, before this meeting at which the final draft 
was discussed, had you received a copy of the draft for examination ? 
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Mr. Hovey. You mean this one or the previous one? 

Mr. Burns. The final one. 

Mr. Hovey. Yes, we did. 

Mr. Burns. Did you take it to the meeting? 

Mr. Hovey. The letter? 

Mr. Burns. Yes. 

Mr. Hovey. Yes, I did. 

Mr. Burns. It was not handed to you at the meeting for the first 
time to examine? 

Mr. Hovey. Well, it came in printed form, in final form at the 
meeting, yes. 

Mr. Burns. In what form had it been sent to you? 

Mr. Hovey. Well, it was in typewritten form, but it had a good 
many changes written in. And, in fact, I think that there were changes 
that filled the last part of it. In other words, just prior to the meeting, 
so there were corrections. 

Senator O’Manoney. Do I understand you to say that it came to 
this meeting, which was the first full meeting, before the letter was 
sent out, in printed form, with some minor corrections? 

Mr. Hovey. Just in typewritten form, Senator. 

Senator O’Manoney. I understood you to say “printed form.” 

Mr. Hovey. No, I am wrong—I didn’t mean that. It was in type- 
written form versus—typewritten versus longhand, that is what I 
had in mind. 

Senator O’Manoney. In whose office was it typewritten ? 

Mr. Hovey. I don’t recall that. I could find out. 

Senator O’Manonry. Was it typewritten in your office? 

Mr. Hovey. No, sir, it was not. 

Senator O’Manoney. You can find out in whose office it was type- 
written ? 

Mr. Hovey. Yes, sir, I believe I can. 

Senator O’Manonry. Will you do that, please, and supply the in- 
formation ? 

Mr. Hovey. Yes, I will. 

Senator O’Manoney. I note, Mr. Hovey, in reading this letter of 
July 20, 1955 

Mr. Hovey. Yes, sir. 

Senator O’Manonsy. In the second paragraph, under the heading, 
“The Present Situation,” the first sentence refers to an enclosed card. 

Mr. Hovey. Yes, sir. 

Senator O’Manoney. And this sentence says: 

We are confident, however, that if enough stockholders express themselves 
affirmatively on the enclosed card, your committee can go to the Washington 
management and obtain a new offer, reflecting today’s higher values, that will 
be favorable to the stockholders of Puget. We believe that this offer will be so 
favorable that Puget management will no longer be able to postpone submitting 
this matter to stockholders for their vote. 

Let me ask you, do you have a copy of the enclosed card? 

Mr. Hovey. I don’t have it here; no, sir. 

Senator O’Manonry. Let me hand you the copy which has been 
handed to me. Is that the card to which the letter referred ? 

Mr. Hovey. Yes, sir. 

Senator O’Manoney. To whom is it addressed ? 

Mr. Hovey. Well, it is addressed to the— 


Secretary, Stockholders Committee for Puget Sound Power & Light Co. 
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Senator O’Manoney. Proceed with the address. 
Mr. Hovey (reading) : 


Room 5205, 40 Wall Street. 


Senator O’Manonry. Proceed. 
Mr. Hovey (reading) : 


New York 5, N. Y. 

Senator O’Manoney. That was the oflice of the stockholders com- 
mittee ? 

Mr. Hovey. That is correct. 

Mr. Burns. For the Puget Sound Power & Light Co., which oper- 
ates in the Northwest on the Pacific coast ? 

Mr. Hovey. No, that was the address of the stockholders’ commit- 
tee. 

Senator O’Manoney. I understand. 

Mr. Hovey. Yes. 

Senator O’Manonery. But the stockholders’ committee of the Puget 
Sound Power & Light Co., which operates on the Pacific coast ? 

Mr. Hovey. That is correct. 

Senator O’Manonry. May I have my copy back, please? 

Mr. Hovey. Yes. 

Mr. Burns. I would like to have marked as exhibit No. 2 a letter 
dated July 19, 1955, from Francis Currie to Chandler Hovey, Jr. 

Senator O’Manonery. Will you mark that, Mr. Reporter ? 

(The letter of July 19, 1955, was marked “Exhibit No. 2,” and will 
be found in the files of the subcommittee. ) 

Mr. Burns. Will you show this to the witness? 

Senator O’Manonery. Mr. Burns, before you proceed, do you not 
want to put in the record at this point a full text of this letter which 
has been the subject of the testimony of this witness? 

Mr. Burns. Yes, Mr. Chairman, we shall put the entire text of it in 
the record. 

Senator O’Manoney. Very good. It is so ordered. 

(The letter of July 20, 1955, is as follows :) 


STOCKHOLDERS COMMITTEE FOR PuUGEr SouND Power & LicHr Co.—IMPORTANT 
NoTICE—PLEASE READ CAREFULLY 
JULY 20, 1955. 
To the Stockholders of Puget Sound Power & Light Co.: 

After a year and a half of litigation to obtain a list of stockholders we are now 
able to put this letter before you. We hope that you will read it carefully and 
return the enclosed card with an expression of your opinion. 

The card is vital. For 244 years the committee has been fighting for what we 
believe to be the best interests of all Puget stockholders. But we have not, until 
now, been able to state our case to all of you. And you, in turn, have been denied 
the opportunity of expressing your opinion on the goal we are working for— 
the merger of Puget with Washington Water Power Co. The enclosed card 
gives you that opportunity for the first time. When you sign it and return it, 
your voice will be heard on this matter and your opinion, backed by your stock 
ownership, will count in the decision to be made, 


THE PRESENT SITUATION 


Washington Water Power has twice made serious offers to merge. Puget 
management rejected the first offer, accepted the second. This second offer 
was unanimously approved by the Puget board of directors and by the Wash- 
ington Public Service Commission. At that point, the Puget management com- 
pletely reversed itself and let the merger agreement die, without giving Puget 
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stockholders an opportunity to vote on the proposal. There is, therefore, at this 
moment, no merger offer that Puget stockholders can vote on. 

We are confident, however, that if enough stockholders express themselves 
affirmatively on the enclosed ecard, your committee can go to the Washington 
management and obtain a new offer, reflecting today’s higher values, that will 
be favorable to the stockholders of Puget. We believe that this offer will 
be so favorable that Puget management will no longer be able to postpone 
subinitting this matter to stockholders for their vote. 


WHY YOUR COMMITTEE CONTINUES TO WORK FOR A MERGER 


The committee believes there are four compelling reasons for a merger of 
Puget with Washington Water Power. 

1. Stockholders will get a continuing investment in the growing Northwest: 
The Northwest, including the service area of Puget and Washington, is in the 
early stages of a healthy, long-term growth period. With industrial development 
moving ahead rapidly and with a steadily increasing population, the economy 
has a strong and solid foundation and is expanding vigorously. 

As stockholders, you want to be sure of having a continuing investment in this 
growth. The area will need tremendous amounts of power. You want your 
investment to produce as much of that power as it can and to earn as full a 
return as possible. Merger of Puget and Washington will accomplish these 
ends. 

2. The merged company can build load safely and aggressively: The com- 
mittee is concerned as to the ability of Puget to continue to build load aggressively 
in the face of the threatened power shortage in the area. The latest Pacific 
Northwest Governors’ Policy Committee report, dated June 1, 1955, states that: 

“The engineering committee’s first report shows that resource developments 
now under construction will add about 3,400,000 kilowatts of firm capacity 
between 1954-55 and 1960-61. The area’s firm capacity in 1960-61 with these 
additions will be about 10,900,000 kilowatts which would be some 880,000 kilo- 
watts deficient of requirements to assure meeting the loads estimated for 1960— 
61. If no other additions were made, firm capacity would be about 2,560,000 
kilowatts deficient in 1963-64.” 

Among the proposed hydro projects with short enough planning and construc- 
tion periods to avert the 1960-61 deficiency, as reported by this same engineering 
committee, are included the following in which Washington and Puget 
participate : 


| Dependable 

| | 
developable 
by 1960-61 


| 

hoses a dle nadine oan anh anes 
| 
| 


Kilowatts | 

PO ns, : 7 240,000 | 100 percent Washington. 
Mountain Sheep and Pleasant Valley pace 525,000 | 25 percent Washington. 
Bruces Eddy . ; a Sete’ seerk nw 420, 000 | Do. 

Upper Baker. ---- . PIE -| 42, 000 | 100 percent Puget. 


Project Participation 


Thus, Washington has projected a total increase in dependable capacity of 
454 million kilowatts through 1960-61 against 42,000 kilowatts for Puget. 

From all the studies which we have reviewed, it is evident that, as presently 
constituted, Puget will become increasingly dependent on purchased power or 
steam-generated power even before the 1960-61 period. We feel that a merger 
with Washington would provide an immediate solution to Puget’s long-range 
power-supply problem in a way that would be highly beneficial to the stock- 
holders in terms of early increases in earnings and dividends. 

3. Merged company will be stronger, better investment: A merger between 
Puget and Washington will give stockholders a company that is twice as big, 
have twice as many customers, and have a greater growth potential. This con- 
clusion is based on the most careful analysis of the situation by committee mem- 
bers, many of whom are investment specialists who feel responsible for the safety 
and growth of their customers’ substantial investments in Puget. It is rein- 
forced by the careful and thorough study of a nationally known engineering 
firm of long experience in the electric utility field. This firm, Jackson & More- 
land, of Boston, was employed by the committee to make a complete investiga- 
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tion of the engineering and economic merits of a merger. Their findings, which 
are in substantial agreement with the findings of the engineering firm retained 
by the Washington Public Service Commission in its study, state that— 

(a) There would be substantial economies in operating expenses. 

(b) There would be further savings and benefits due to integrated power 
supply. 

(c) The merged company would be in a better position to proceed with large- 
scale hydroelectric developments needed to meet the power shortage in the area 
which has been estimated to take place around 1960. 

As holders of common stock, you are vitally interested in long-term growth 
factors. Of these growth benefits, the Jackson & Moreland report has the follow- 
ing comment: 

“The major engineering and economic benefits resulting from a merger are 
from the longer-range point of view. The above annual savings are, of course, 
related to the present volume of business. But a larger company should be able 
to get more additional new business than the two companies operating inde- 
pendently. By proper promotional methods it should be able to bring more 
new industries into the territory and thus create more jobs and a greater popu- 
lation growth, resulting in more rapid development of load in the area served. 
It is quite obvious that sales-promotional effort cannot be successful if the com- 
pany has nothing to sell.” 

4. Public service commission approved merger: On October 16, 1953, the Wash- 
ington Public Service Commission gave positive approval to the merger. The 
Washington Public Service Commission regulates both companies. The commis- 
sion employed Ford, Bacon & Davis to make an impartial analysis of the pro- 
posed merger. Their report as well as the findings of the commission were 
favorable, as shown by the following significant excerpts from the commission’s 
findings (copies of which can be obtained by writing to the committee) : 

“2 Washington and Puget are physically interconnected. Washington has 
peaking capacity in excess of its energy capacity; Puget has energy capacity in 
excess of its peaking capacity. Combining diversity of resources increases overall 
usable capacity. * * * Accordingly, from a consideration of power effects of 
the proposed merger, consummation thereof is consistent with the public interest.” 

‘9. The surviving corporation, because of its enlarged capitalization compared 
with the individual companies, will be in a position to attract larger sums of 
capital than would either company independently. Therefore, the surviving 
corporation will be better able to undertake the development of hydro facilities 
with large capacities and consequent higher required investment than could 
either of applicants. Since consummation of the merger will have such an effect, 
it will thereby promote the public interest and should be approved.” 


YOUR COOPERATION IS NECESSARY—-SEND THE CARD NOW 


A merger is never easy to bring about. The difficult and complicated negotia- 
tions between managements inevitably become entangled in personal feelings and 
attitudes. But when a merger is so strongly indicated by both the stockholders’ 
interests and the public good, we think the managements of both companies can 
and should make every effort to work together to frame an attractive merger 
proposal. Certainly the stockholders should not be deprived of their right to 
have such a proposal put before them by their respective managements for their 
vote, 

That is the objective of this committee. For 21%4 years, we’ve been working 
for what we believed—and still believe—to be the best for all Puget stockholders. 
\t one time, we held authorizations from the holders of over 500,000 shares— 
about 25 percent of outstanding stock—to press for a merger. It seems to us, 
however, that all the stockholders should have a chance to express their 
interest. Now for the first time we are able to go directly to all the stockholders 
and ask for their support. If we do not have their support, we have no incentive 
to continue. 

So if you want us to continue working for you—if you want us to continue our 
efforts to have the management put a definite proposal of merger before you— 
please sign the enclosed card and return it today. 

Respectfully yours, 
LAURENCE M. Marks, Chairman. 


Mr. Hovey. I received this letter. 
Mr. Burns. You recall receiving that letter? 
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Mr. Hovey. Yes, sir. I did not remember the date of it, as I said 
earlier. 

Mr. Burns. That letter is dated July 19, and would you read it, 
please, so that we can have it 

Mr. Hovey. It is addressed to me. [Reading:] 

Kor your information I enclose a preliminary proof of the letter which the 
committee is sending to all stockholders of Puget Sound Power & Light Co. hold- 
ing 50 shares or more. 

Very truly yours, 
FraNcIs Currig, Secretary. 

Senator O’Manonry. What is the date of that letter ? 

Mr. Hovey. That is July 19, Senator. 

Senator O’Manoney. It is addressed to you? 

Mr. Hovey. Yes, that is right, 40 Wall Street. 

Senator O’Manoney. At what address? 

Mr. Hovey. 40 Wall Street. 

Senator O’Manonry. That was the day before the date of the letter 
itself ? 

Mr. Hovey. That is correct, sir. 

Senator O’Manoney. You may proceed. 

Mr. Burns. In view of the date of that letter, would you tell us 
when that meeting was held, now that you have a better recollection, 
because that was held the day before the date of the letter and states 
the preliminary draft is being sent to you on that date. 

Mr. Hovey. Well, that was—this preliminary letter—I mean, the 
preliminary to this one that was printed—that is addressed on July 20. 

Senator O’Manonry. Again you use the word “printed”—do you 
mean that? 

Mr. Hovey. This is printed as of July 20. 

Senator O’Manonry. Was that the date of the meeting of the 
stockholders’ committee ? 

Mr. Hovey. I don’t recall the exact date. 

Senator O’Manoney. So it is possible that you received this letter 
of July 19, transmitting a preliminary draft of the letter, after the 
stockholders’ committee meeting had been held or before it was held? 

Mr. Hovey. I believe it was before it was held. It is there in the 
same building, this office, and I believe this came to me by hand, but I 
am not sure of it, just being in the same building, so that I received 
it on the day that it was written, which was July 19. 

Senator O’Manonry. And you cannot say whether that was the date 
of the meeting or not? 

Mr. Hovey. No. Whether it was July 19 or July 20. The meeting 
took place in the later afternoon, I remember that. 

Senator O’Manonry. But in your earlier answers to counsel, when 
he asked you if the letter was sent out, or if the meeting was held only 
a day before the letter was sent out, you indicated, if I remember your 
testimony correctly, that the meeting might have been held 2 or 3 days 
before July 20. 

Mr. Hovey. Yes; because I don’t remember it exactly. That is why 
I said I was not sure. 

Senator O’Manoney. So I am asking you if it is not possible—— 

Mr. Hovey. Yes. 

Senator O’Manonry. That you received the preliminary draft of 
the letter that was approved at the stockholders’ meeting on July 19, 
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and could that have been after any other meeting of the committee— 
it must necessarily have been before the meeting; must it not? 

Mr. Hovey. It was before the full meeting which approved this 
letter ; that is correct. 

Senator O’Manonry. What was the date of the full meeting that 
approved the letter ? 

Mr. Hovey. I will have to check to find out the exact date of the full 
meeting. 

Senator O’Manoney. It must have been either July 19 or July 20. 

Mr. Hovey. That is correct. 

Senator O’Manonry. So that it would appear from this testimony 
that the meeting could not have been held more than a day before the 
letter was dated and sent out ? 

Mr. Hovey. That is correct, Senator. 

Senator O’Manonry. You may proceed. 

Mr. Burns. How many shares of stock of Puget Sound Power & 
Light Co. do you own at the present time? 

Mr. Hovey. I personally don't own any. 

Mr. Burns. Did you own any at the time this letter of July 20 was 
sent out? 

Mr. Hovey. No, sir. 

Mr. Burns. Did your firm, White, Weld & Co., own any shares of 
Puget Sound on July 20? 

Mr. Hover. Not the firm, no, sir. 

Mr. Burns. Do you know whether any of your partners, individual- 
ly or jointly, owned any shares in Puget at that time? 

Mr. Hovey. I don’t know the answer to that. 

Mr. Burns. Do you know your firm answered a question asked by 
the staff of the subcommittee, and stated that it did not own any in 
July of 1955? 

Mr. Hovey. Well, we have had some stock in the past; as of that 
date, may very well not have owned any stock at all. Obviously, 
from that, we didn’t own any. 

Senator O’Manoney. May I interrupt at this point ? 

Your name, Mr. Hovey, appears on the letterhead on which this 
letter was printed ? 

Mr. Hovey. Yes, sir. 

Senator O’Manoney. The letter of July 20. The letterhead reads: 


Stockholders Committee for Puget Sound Power & Light Co. 


Mr. Hovey. Yes, sir. 

Senator O’Manoney. Does it not? 

Mr. Hovey. Yes. 

Senator O’Manoney. And your name reads: 


Chandler Hovey, Jr. 


Mr. Hovey. That is correct. 
Senator O’Manoney (reading) : 


White, Weld & Co., New York. 


Mr. Hovey. That is right. 


Senator O’Manonry. Yet you say that you were not a stockholder 
at that time? 


Mr. Hovey. I was not a stockholder, no. 
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Senator O’Manoney. Does not the presence of your name on a let- 
terhead, entitled “Stockholders Committee,” showing you to be a 
member of the committee, suggest that you were a sholiiakdes? Was 
your name not held out to the stockholders of Puget Sound as though 
you were a stockholder? How could you bea member of a stockholders 
committee if you were not a stockholder? 

Mr. Hovey. Well, because this thing varies from time to time, 
Senator. In other words, when I went on the committee, we were 
members and we did have 

Senator O’Manonry. Who are “we’’? 

Mr. Hovey. Well, the firm. If you will remember 

Senator O’Manoney. That is the point; it is clear, then, from your 
testimony that it was the firm that owned stock, and not you? 

Mr. Hovey. That is correct, sir. 

Senator O’Manongry. And yet your answer to Mr. Burns is that 
the firm did not own stock. 

Mr. Hovey. Well, now, let me say what happened in between. You 
see, In the intervening period, Puget Sound Power & Light Co., if 
you recall, was registered and listed on the New York Stock Exchange. 
Prior to that there was an over-the-counter market for Puget Sound 
Power & Light Co. stock. 

During that period one of our activities was to maintain a market 
in that stock, and that is where we were stockholders in the committee, 
because we had a position—what is called a position—in the stock. 

We have many customers all over the country, and at times we have 
more stockholders than others. As of July 20, as it indicates there, we 
didn’t have any, but. we have had them before, and it was on that basis 
that we were on the stockholders on pain 

We still have associates that had, or customers that had, Puget 
Sound Power & Light Co. stock eet dened upon our advice and 
information for investment of their funds. 

Senator O’Manoney. Your company had put itself forward as the 
stockholder, though it was not a stockholder, represented by you, also 
not a stockholder. Would it not have been more frank with the stock- 
holders of Puget Sound to let them know that it was the investment 
house, one of whose duties you have just said was to maintain a market 
for a particular stock? Of course, a whole day could be used in 
questioning you and other investment bankers about the meaning of 
maintaining a market—— 

Mr. Hovey. Yes. 

Senator O’Manoney. And how it is done. 

Mr. Hovey. Yes. 

Senator O’Manonry. I think that we all have a general knowledge 
of that 

Mr. Hovey. Yes. 

Senator O’Manoney. But your testimony indicates that, so far as 
vour company, White, Weld & Co., and you yourself, were concerned, 
on the 20th of July 1955, when you were represented as a member of 
the stockholders committee, you did not, in fact, either of you, have 
any stock in the company? The answer is “Yes” or “No.” 

Mr. Hovey. Well, the answer is that we did not have any stock on 
that day, that is correct; but we have had a long and continuing asso- 
ciation with Puget Sound. We have an investment analyst who looks 
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at these things very carefully, and we have an investment advisory 
department that advises our customers as to what to do, as I said 
previously. And we felt, on that basis, that we have a continuing 
interest, and that the people, our customers, should be informed, and 
this was one way we could inform them. 

Senator O’Manoney. You were informing your customers? 

Mr. Hovey. That is correct. 

Senator O’Manoney. Well, will you say that I was wrong if I were 
to draw the conclusion that the bona fide stockholders of Puget Sound, 
who received this letter with your name—— 

Mr. Hovey. Yes. 

Senator O'Manonry. Would be entitled to believe that a substantial 
investment house in Wall Street was in truth and in fact a stockholder 
in the company and interested primarily in the welfare of the stock- 
holders and not in the business of maintaining a market ? 

Mr. Hovey. Well— 

Senator O’Manonry. What are = stockholders and companies 
throughout the United States to think of stockholders’ committees, 
when you testify here that you allowed your name to go on a stock- 
holders committee list soliciting a certain course of action, when, as a 
matter of fact, you were not a stockholder and your company at that 
time was not a stockholder, and you were interested in serving your 
customers who might come in and might go out, some of w hom may 
have been merely speculating in the stock, some of whom may have 
been bona fide investors in the stock ¢ 

Mr. Hovey. Well, let me say this, Senator: that many of our cus- 
tomers we represent put their decisions in the hands of White, Weld. 
In other words, follow the decisions of White, Weld. 

Senator O’Manonry. Why, of course, that is the point I am making. 

Mr. Hovey. And in that light, we felt we were doing a service to 
our customers in representing them on this committee. 

Senator O’Manonry. But were not the recipients of this letter en- 
titled to believe that you were trying to do a service for them instead of 
for your firm or your customers ? 

Mr. Hovey. Well, let me say this: that any service that we did for 
one stockholder would be done for all stockholders, and it was our 
best belief that the stockholders, whether they were our stockholders 
that were following our advice, or whatever stockholders they were, 
would fare better by the results of the recommendations of this com- 
mittee action. 

Senator O’Manonery. Well, it is proper to say, I think, that you 
were representing John Doe. 

Senator Dirksen. May I ask a question ? 

Senator O"Manoney. Yes. 

Senator Dirksen. When was this committee first created, this stock- 
holders committee ? 

Mr. Hovey. In the fall of 1952. 

Senator Dirksen. So, prior to this letter, the committee had been in 
existence for 3 years? 

Mr. Hovey. That is correct. 

Senator Dirxsen. In that 3-year period, were you maintaining a 
position in Puget Sound stock? 

Mr. Hovey. Yes: we have. 
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Senator Dirksen. As a guess, how much stock would be bought and 
sold over that period of time? 

Mr. Hovey. Well, that varies a great deal with the activities of the 
market. I suppose that there might have been three or four hundred 
shares traded a day, maybe more than that or less. I think that is a 
hard thing to say. Sometimes there might not be any stock traded. 

Senator Dirksen. Well, over a period of 3 years, then, between 1952 
and 1955—— 

Mr. Hovey. Yes. 

Senator Dirksen. Your company in maintaining the position, cer- 
tainly sold thousands of shares of Puget Sound ? 

Mr. Hovey. I would think so; yes. 

Senator Dirksen. What do you deem your responsibility, then, to 
the stockholders, to whom you sold stock, if some difficulty besets the 
company ¢ 

Mr. Hovey. Well, if difficulty besets the company, we would feel 


it our responsibility either to do 1 of 2 or 3 things. One is to inform - 


the stockholders that things have happened to the company and that 
we suggest that they do something else with their investment, if some 
unforeseen things have happened. Or, two, to see if there isn’t some- 
thing that can be remedied in the situation to help them out. 

And in this case, this is what we have been working on, to try to im- 
prove the value of their investments. 

Senator Dirxsen. That is all. 

Senator O’Manonry. Why did not you do it in the firm name, 
instead of representing yourself as a stockholder? 

Mr. Hovey. Well, let me say this, Senator: That generally, there 
is one person who follows situations, and in this case I was the one 
that followed this situation. 

Senator O’Manoney. You were following this situation ? 

Mr. Hovey. This particular—— 

Senator O’Manoney. Other members of the firm or employees 
were following other situations? 

Mr. Hovey. That is correct. 

I consulted, because it is a partnership—I consulted with the other 
partners, and they knew what was going on. And because I was 
connected with it, that is why my name appears there on the stock- 
holders committee list. 

Senator O’Manoney. I think you have made your position clear. 

Mr. Hovey. All right. 

Mr. Burns. In the spring of 1953, was your firm one of several 
security firms which represented Washington Water Power Co. in 
the placement of its securities? 

Mr. Hovey. Yes. 

Mr. Burns. That was a private placement, not competitive bidding? 

Mr. Hovey. Yes. 

Mr. Burns. Who were the other firms who were associated with 
White, Weld in that transaction ? 

Mr. Hovey. I believe Kidder, Peabody & Co., and Union Securities, 
and White, Weld. 

Mr. Burns. Did these three firms receive a fee for their services 
in that transaction from Washington Water Power Co. ? 

Mr. Hovey. Yes. 
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Mr. Burns. How much was the fee? 

Mr. Hovey. I don’t remember the exact amount. I have it in my 
files. 

Mr. Burns. Do you recall the figure of $140,000? 

Mr. Hovey. I believe so; yes. 

Mr. Burns. And these other two firms who participated in that 
fee, in placing securities for Washington Water Power Ga, were also 
members of this stockholders committee? 

Mr. Hovey. That is correct. 

Senator Witry. What was the amount of the placement? 

Mr. Burns. What was the amount of the placement, do you recall? 

Mr. Hovey. It was 10 million and 8 million. 

Senator O’Manoney. So that at the very time that you were repre- 
senting yourself incorrectly on this letterhead as a stockholder of 
Puget Sound Power & Light Co., your investment house was an 
actual stockholder in Washington Water Power 

Mr. Hovey. We—— 

Senator O’Manoney. And was handling its securities ? 

Mr. Hovey. Yes. That is correct. 

But let me say at this time we had stock when that committee was 
formed, as I said to you earlier. 

Senator O’Manoney. Not on July 20? 

Mr. Hovey. No; but this 

Senator O’Manonery. You were in and out? 

Mr. Hovey. But this private placement was made 2 years ago, 
Senator, not now. We have been in some unsuccessful attempts to do 
hnancing. 

Senator O’Mauonry. Let us get it straight. 

Mr. Hovey. Yes, sir. 

Senator O’Manoney. I do not want to have any misunderstanding 
on the record. 

Mr. Hovey. Yes. 

Senator O’Manonry. On July 20——— 

Mr. Hovey. This is 1955 you are talking about? 

Senator O’Manoney. On July 20, 1955, was your firm a stockholder 
in Washington Water Power? 

Mr. Hovey. Not on that date, no, sir; but in 1953, when they were 
talking about that private placement; we were. 

Senator O’Manoney. Your company was out of Washington Power 
at this time? 

Mr. Hovey. Yes, 

Senator O’Manonry. It had no customers that were in Washington 
Power, or did it? 

Mr. Hovey. You mean White, Weld—yes, White, Weld had cus- 
tomers in Washington Water Power also, that is correct. 

Senator O’Manoney. At that time? 

Mr, Hovey. That is correct. 

- Senator O’Manoney. Do you now have stock in Washington Water 
ower ? 

Mr. Hovey. Yes, we do have. 

Mr. Burns. Since your firm and two other firms, at least, had done 
business for Washington Water Power, for which they received a fee; 
do you not think that was a material factor which should have been 
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disclosed to the Puget Sound stockholders, so that they could judge 
where the interests of your firm lay # 

Mr. Hovey. Well, let me say this, that I think that the unsuccessful 
attempts of White, Weld, to do financing of Washington Water 
Power in the periods subsequent have indicated that this is a very 
competitive business and that the fact that we did private placement 
in 1953 is no indication at all that we would do it again, because we 
have been unsuccessful since that time, Senator. 

Mr. Burns. Was not the failure to disclose the stockholdings of 
committee members, or the lack of stockholdings, as well as the rela- 
tionship of some of these members with Washington Water Power. 
among the factors that caused the SEC to assert that this letter of 
July 20, 1955, violated the Commission’s regulations / 

Mr. Hovey. I think that it violated the proxy rule, is what the SEC 
was complaining about. And there was an interpretation of the 
rules. If you will read the letter carefully, you will see we did every- 
thing we could to indicate that it was not a proxy. If you will read 
this letter carefully, you will see that we made all kinds of efforts- 
also on that card—that it was not a proxy. And counsel took special 
pains to indicate that it was not a proxy. 

Have you read this? 

Senator O’Manonry. Yes. 

Mr, Hovey. Do you agree with me on that 4 

Senator O’Manonry. Well, I think it was a very, very clever letter. 
Mr. Hovey, if that is what you want to know. 

Mr. Burns. I would like to offer for inclusion in the record as ex- 
hibit No. 3, a letter dated August 3, 1955, from the stockholders com- 
mittee for Puget Sound entitled, “Memorandum to Members of the 
Stockholders Committee,” and also as exhibit No. 4, a letter dated 
August 5, addressed to the stockholders of Puget Sound Power & 
Light Co. 

Senator O’Manonry. They may be so marked. 

(The letters referred to were marked “Exhibits 3 and 4” and will 
be found in the files of the subcommittee. ) 

Mr. Burns. I show you this letter, exhibit No. 4 —— 

Senator O’Manonry. Mr. Burns, may I interrupt to make this 
point? In order to be perfectly fair with the witness, in view of his 
question to me, I want to read into the record the message which was 
written on the card enclosed in the letter of July 20 on the letterhead 
of the stockholders committee of Puget Sound, designed to be signed 
by bona fide stockholders and returned to the secretary of the stock- 
holders committee at room 5205, 40 Wall Street, New York 5, N. Y. 

It reads, the message for which signatures were solicited by the 
stockholders committee, as follows: 













































































































DEAR Sirs: I am a stockholder of Puget Sound Power & Light Co. 
Without any obligation on my part, I am interested in having your committee 
continue its efforts to work out a plan for the merger of our company with the 
Washington Water Power Co. I would like to receive further reports on the 
progress of your efforts and any available information regarding such a merger. 
This constitutes merely an expression of interest by the undersigned, and is 
not to be deemed a proxy or authorization to vote shares. 

















It is clear from this message that you were not asking for a 
proxy as you say, but you were clearly inviting the expression of 
interest on the part of bona fide stockholders. And this invitation 
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vas extended by a stockholders committee, at least some of the mem- 
bers of which were not at the time in any way stockholders of Puget 
Sound. 

Mr. Hovey. Yes, sir; but I would say this, that because our cus- 
tomers have stock in Puget Sound, and as I said before, they depend 
upon us for their investment advice, and as I said to Senator Dirk- 
sen, they have put their financial matters in our hands, and we felt 
it our duty to represent them on this committee where we could be 
active—we could follow the situation, and we could advise them as 
the result of being close to it and being on this committee. I think 
that is a pretty fair picture of our intentions and our philosophy of 
being on the committee. 

Senator O’Manoney. Your philosophy was, as I take it, that it was 
vour duty to your customers—— 

’ Mr. Hovey. That is correct, as to our stockholders. 

Senator O’Manonry. To hold yourself out as a stockholder when 
in fact you were not a stockholder ? 

Mr. Hovey. Well, let me say this, sir, maybe that is—I don’t know 
how to put it, but let me say this 

Senator O’Manonry. Let me compliment you on your very fine 
<tatement. We are concerned only in the philosophy of the operation. 

Mr. Hovey. Yes. 

Senator O’Manonry. And I think you have been very fair and 
frank in your responses to our questions. 

Mr. Hovey. Yes. 

Senator O’Manonry. And you are helping the committee to lay 
the facts of this type of transaction right on the table where all may 
see it. 

Mr. Hovey. Yes; but I don’t feel any different now than I did 
before. 

Senator O’Manonery. I am sure you don't. 

Mr. Hovey. Before this, because I think we are doing a service to 
our stockholders, whether it is our customer, or who it is. 

Senator O’Manonry. Yes. 

Mr. Hovey. And I think—it is the interpretation of what you think 
heing on that list is. 

Senator O'M. ‘money. You think this is the common practice among 
business houses, investment houses in Wall Street ? 

Mr. Hovey. To look after their customers ; yes. 

Senator O’Manonry. No; to sign, to join stockholders committees, 
in the way you did? 

Mr. Hovey. I don’t know the answer to that, sir. 

Senator O’Manoney. Well, do you mean to have this committee 
understand that your company—and was it the Kidder, | -eabody that 
was not a stockholder? 

Mr. Burns. I think they were. 

Senator O’Manoney. There was some other outfit that you men- 
tioned, Mr. Burns. 

Mr. Burns. Walter J. Gruber. 

Senator O’Manonry. Do you want this committee to understand 
that White, Weld & Co. and Walter J. Gruber—I think was the other 
hame—the Union Securities Corp., who acted in the same way that 
your company acted, that is, W hite, Weld & Co., are the only invest- 
ment houses in Wall Street 
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Mr. Hovey. No, sir. ' 

Senator O’Manoney (continuing). Who followed this pattern ? 

Mr. Hovey. No, sir; I don’t know the answer to that. I can’t say 
“Yes,” and I can’t say “No.” 

Senator O’Manoney. All right. ‘ 

Mr. Hovey. But I think that we honestly believe that we are doing 
a service because of the investigations that we are making and the 
results that have been obtained as a result of our efforts to the benefit 
of all of the stockholders, that we certainly have been justified in 
being represented on this committee. 

Senator O’Manongy. Proceed, Mr. Burns. 

Senator Dirksen. Is there an SEC rule with respect to membership 
on a stockholders committee and possession of stock ? 

Mr. Burns. I do not know whether there is an SEC rule with re- 
spect to membership on stockholders committees. The stockholders 
committee, of course, could be used in a lawsuit, having nothing to do 
with the SEC itself. The SEC rules come into play when a stock- 
holder or stockholders committee endeavors to conduct some transac- 
tion, affects the operation of the corporation, and in this case the 
SEC apparently concluded that this type of communication was in 
effect a proxy solicitation, although not in form and, therefore, in- 
tended to apply the rules that would require that any stockholders 
committee statement must not contain any false or misleading state- 
ments. 

They are very meticulous in the requirements that stockholders, 
that is, information to stockholders be as accurate as possible. 

Senator Dirksen. I wondered, however, whether there was a specific 
rule which required that as a qualification for serving on stockholders 
committees, that such representative actually must be in possession of 
stock. 

Mr. Burns. I do not know the answer. 

Senator Dirksen. Do you know the answer, Mr. Chairman? 

Senator O’Manoney. I know of no such regulation. The action of 
the SEC was taken, however, under its interpretation of its proxy 
regulation. 

Senator Dirksen. That is correct—that is correct. 

Senator O’Manonry. And under the law, the SEC regards itself 
as obligated to protect stockholders in any company from any type of 
false representation by persons who are not stockholders with respect 
to matters affecting the company of which these individuals are 
stockholders. 

Mr. Burns. I show you exhibits 3 and 4, and ask you if you discussed 
with Mr. Currie or any members of the committee exhibit No. 4, which 
is the letter dated August 5, prior to its being mailed to stockholders? 

Mr. Hovey. Yes, we did. We had a meeting on that. 

Mr. Burns. And you received also this exhibit No. 3, the letter of 
August 3, from Mr. Currie? 

Mr. Hovey. Yes, sir. 

Mr. Burns. And in exhibit No. 4, did your committee not admit to 
the stockholders that the letter of July 20 did not meet the informa- 
tional requirements that the SEC rules? 

Mr. Hovey. Well, certainly, that is what it says, sir. It was an 
interpretation of what we felt and what the SEC felt, rather than to— 


2 
A 

























































STUDY OF THE ANTITRUST LAWS 1929 


we felt it more prudent to agree with what the SEC had to say, and 
we went along with their opinion here, as you can see in the letter 
dated August 5. 

Mr. Burns. What information did you understand had been omitted 
from the July 20 letter? 

Mr. Hovey. I understand from counsel that any letter going to 
stockholders, no matter whether it is said it was not a proxy, right 
there on the card, in the SEC’s interpretation of it, it was that it was 
in a certain form a proxy. Westill don’t agree with them, but those 
are the facts. 

Mr. Chairman, we, naturally, looked over this very carefully before 
we sent the letter out. We thought that came under the rules of the 
SEC, the proxy rules. From the ensuing correspondence and tele- 
phone calls with the staff on the SEC, they were not in agreement with 
our interpretation. 

Senator O’Manoney. Was that opinion of the SEC not based upon 
the statement made to representatives of the stockholders committee 
that the letter was an invitation to the stockholders, in effect, to author- 
ize the committee or to urge the committee to pursue a certain line of 
procedure, and that was so close to acting as a representative of the 
stockholders as the recipient of a formal proxy would act, that it was 
a violation of the spirit and intent of the regulations concerning 
proxies / : 

Mr. Hovey. That is what the SEC felt; yes, sir. That is why we 
put out this letter immediately following. 

Senator O’Manoney. So, acting in compliance with the feeling of 
the SEC, you withdrew that letter? 

Mr. Hovey. That is correct. 

Senator O’Manoney. And abandoned that particular practice at 
that time? 

Mr. Hovey. That is correct. 

Senator O’Manonry. Has it been completely abandoned now ? 

Mr. Hovey. It certainly has. We have done nothing more since 
then. That is correct. 

Senator O’Manoney. Has the committee considered any possibility 
of resuming any activities of this kind ? 

Mr. Hovey. No. 

Senator O’Manonry. It has reached no decision upon that? 

Mr. Hovey. I can’t speak for the whole committee. I think you 
better talk with some of the others, too. 

Senator O’Manoney. Certainly. 

Mr. Hovey. This is my own personal feeling. 

Senator O’Manonry. Your personal feeling is that in the present 
situation, the effort ought to be abandoned unless you can get the 
SEC to change its views # 

Mr. Hovey. That is right. I think that is probably rather remote. 

Senator Dirksen. Mr. Chairman, may I inquire, was this a formal 
opinion by the SEC? 

Senator O’Manonry. Apparently it was a telephone opinion, as 
far as the records I have seen indicate. 

Senator Dirksen. Is there no written statement from SEC? 

Senator O’Manoney. I have seen none. I have seen it interpreted 
by the attorneys for the stockholders committee, by the secretary of 
the committee. 
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Senator Dirksen. I thought if a formal opinion was available, it 
ought to be part of the record. 

Senator O’Manonry. I think, Mr. Burns, we ought to find out 
definitely whether a formal opinion was written. 

Mr. Burns. My information is that no formal opinion was written. 
There were conferences and as a result of the conferences this letter 
was sent out, and in view of the fact that it was sent out, the SK 
staff took no further action. 

Senator O’Manonry. In response to Senator Dirksen’s inquiry, let 
ie say that the letters I have seen indicate that the stockholders 
committee, the secretary of the committee, Mr. Currie, was in tele- 
phone conversations with Mr. Woodside who is the head of the Cor- 
poration Finance Division of the SEC, and Mr. Woodside informed 
him that the SEC felt that this was an improper sort of a solicitation, 
and he so advised Mr. Hovey. 

Am I not correct ? 

Mr. Hovey. That is correct ; the whole committee. 

Mr. Burns. I would like to offer for the record a memorandum 
dated July 25, 1955, from Francis Currie to Messrs. Laurence M. 
Marks, Al Borneman, Frederick Miller, Chandler Hovey, Jr., attached 
to which and part of the same exhibit is a letter dated July 25, 1955, 
from Francis Currie to Byron Woodside, Director, Corporation 
Finance Division, Securities and Exchange Commission, Washing- 
ton 25, D.C. 

Senator O’Manonry. Mark this, please, as exhibit 5. 

(The documents referred to were marked “Exhibit 5,” and will be 
found in the files of the committee. ) 

Mr. Burns. Mr. Hovey, I show you exhibit 5 and ask you whether 
you received copies of these documents from Mr. Currie. 

Mr. Hovey. Yes. 

Senator O’Manonry. I suggest you identify it by the date and the 
address and the signature, for the record. 

Mr. Burns. This letter, exhibit 5, includes a letter from Mr. Currie 
to the Securities and Exchange Commission referring to conversations 
with Mr. Woodside, and stating what Mr. Currie intended to place 
on the letter, which ultimately became exhibit 4, the letter Jated 
August 5, retracting the previous letter of July 20. 

Is that the substance of this letter / 

Mr. Hovey. Yes. 

Mr. Burns. And the memorandum of July 25 was a covering memo- 
randum enclosing this for the information of those named on it, in- 
cluding yourself ? 

Mr. Hovny. That is correct. 

At the bottom paragraph on the first page of the letter dated July 
25, 1955, Mr. Currie states: 
It is hard to conceive of any language which would more definitely negate a 


proxy or authorization. Since no proxy is involved, the mailing does not come 
within the definition of “Solicitation” in rule X—-14A-1, 





That was the sentiment we had when we sent out the letter. 
Senator O’Manonry. That was the point of view of Mr. Currie and 
the point of view of yourself, but it was not the point of view of the 
SEC, and after the receipt of this letter, from which you have just 
quoted, the SEC stood by its original position ? 
Mr. Hovey. That is correct, Senator. 
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Mr. Burns. Didn’t any member of the committe or any of the 
attorneys before this letter of July 20 was sent out refer to the possi- 
bility that the SEC might consider that this letter constitutes a vio- 
lation of its regulations? d 

Mr. Hovey. W ell, the subject was brought up, naturally, but we 
felt, as a result, that there was a possibility of that, but we worded 
it to plainly, we felt, indicate that there was no violation of the SEC 
rulings on this. I don’t know whether it is a ruling, or what. 

Senator O’Manoney. It is clear from your testimony that your 
endeavor was to get around the proxy rule, but the SEC decided that 
you didn’t get around it to their satisfaction. Am I right? 

’ Mr. Hovey. I don’t know whether “get around”—— 

Senator O’Manonry. You made every effort to make it clear that 
vou weren’t asking for a proxy? 
’ Mr. Hovey. That is correct. 

Senator O’Manoney. That is why I say you were trying to avoid 

iolating the proxy rule. 

Mr. Hovey. That is correct. 

Senator O’Manoney. But the SEC felt, in spite of this argument by 
Mr. Currie, that you had violated the letter and spirit of the regula- 

on, and therefore that the letter of solicitation should be withdrawn 
and the stockholders notified by you that you were withdrawing it? 

Mr. Hovey. That is correct. That is what has been done. 

Mr. Burns. Have you personally made any contributions to the 
finances of the committee ? 

Mr. Hovey. Not personally; no. 

Mr. Burns. Has your firm made any contributions ? 

Mr. Hovey. Yes. 

Mr. Burns. Can you state the amounts that were contributed and 

» approximate ds ites ? 

-_ Hovey. I will give you, . you would like, a memorandum of 
just the dates and the ¢ amounts. I don’t have them right here in front 
oft me. 

Mr. Burns. Perhaps we can help you. May I have this marked as 
“Exhibt 6,” a memorandum dated October 26, 1953, from Chandler 
Hovey, Jr., to Mr. R. M. Hauck? 

Senator O’Manonry. This will be marked as “Exhibit 6.” 

(‘The document referred to was marked as “Exhibit 6,” and will be 
found in the files of the subcommittee. ) 

Mr. Burns. That memorandum of October 26, 1953, states that 
vour firm made a contribution of $250? 

Mr. Hovey. That is correct. 

Mr. Burns. When do you recall that your firm became a member 
of the stockholders committee ? 

Mr. Hovey. I think it was in January of that year, sir. 

Mr. Burns. Do you recall any other amounts that were c ontributed ? 

Mr. Hovey. Well, as the expenses went along, every once in a while 
Mr. Currie would se ay that the committee was out of funds, and at that 
time that they would go ahead and ask for additional amounts, and 
the committee would come up with the amounts that they felt were 
necessary to continue the operations. 


Senator O’Manoney. Who would say that the committee was out 
of funds? 
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Mr. Hovey. Mr. Currie. 

Senator O’Manoney. The executive secretary / 

Mr. Hovey. That is right. He was in close touch with the situation. 

Mr. Burns. I would like to have marked as “Exhibit 7” in the rec- 
ord the memorandum dated March 5, 1954, from Mr. C. Hovey, Jr., to 
Mr. R. M. Hauck. 

(The document referred to was marked as “Exhibit 7,” and will be 
found in the files of the committee. ) 

Mr. Burns. I show you this exhibit 7 which indicates that one 
check for $250 was given on October 27, and another of $5,000 on Janu- 
ary 22, 1954. In addition to that, completely independent of the com- 
mittee, according to this memorandum, you paid $1,000 to send a 
lawyer named Percy Jackson to the coast to review Mr. McLaugh- 
lin without any results. 

Mr. Hovey. That is correct. 

Mr. Burns. Would you state briefly what the purpose of that ex- 
penditure was ? 

Mr. Hovey. That was in an effort to talk with Mr. McLaughlin and 
see if, in talking to him, we could change his mind about the prospective 
merger of Washington Water Power with Puget Sound Power & 
Light Co. 

Mr. Burns. Do you know how much Mr. Jackson was paid all to- 
gether for his services in this regard ? 

Mr. Hovey. No, I don’t know the answer to that. That is the 
amount we put up toward the total amount. 

Mr. Burns. I would like to have marked as “Exhibit 8” a memo- 
randum dated January 20, 1954, from Frederick Miller to Messrs. 
Lieb and Schlosser. 

(The document referred to was marked as “Exhibit 8,” and will be 
found in the files of the committee.) 

Mr. Burns. Will you read into the record the amount of contribu- 
tions shown on exhibit 8 by the various members of the stockholders 
committee ¢ 

Mr. Hovey. Would you like me to do this? 

Mr. Burns. Yes. 1 want to ask you some questions about it as you 
read it. 

Senator O’Manonry. Let me suggest first that he state what the 
memorandum is. To whom was it addressed? By whom was it 
written / 

Mr. Hovey. It is a memorandum to Messrs. Lieb and Schlosser. 
They are vice presidents of Blyth & Co. 

Senator O’Manonry. A memorandum from whom? 

Mr. Hovey. From Mr. Frederick C. Miller. 

Senator O’Manoney. Blyth & Co. is an investment firm ? 

Mr. Hovey. That is correct, sir. [ Reading: ] 

Al Borneman, a member of Kidder, Peabody, called today and said that Frank 
Currie believes it would be advantageous if before he testifies in the Puget suit 


on or about January 25, funds advanced to Puget stockholders committee for 


expenses be increased. The amount suggested was $20,000, and the allocation 
proposed by Borneman was as follows. 


Mr. Burns. Would you state the reason why the committee wanted 
the contributions increased before the testimony was heard in this 
suit ? 
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Senator Dirksen. First, Mr. Chairman, what was the suit referred 
to/ 

Mr. Burns. Will you tell us what the suit was that that refers to? 

Mr. Hovey. I believe this was a suit in connection with endeavoring 
to get the stockholders’ List. 

Mr. Burns. A suit brought by whom ? 

Mr. Hovey. By Puget Sound Power & Light Co. stockholders 
committee. 

Mr. Burns. By the committee, of which you were a member? 

Mr. Hovey. That is correct. 

Senator O’Manoney. Against the Puget Sound Co.? 

Mr. Hovey. I wouldn’t say it was against the Puget Sound Co, 

Senator O’Manoney. I meant, who was the defendant? The com- 
mittee was the plaintiff. 

Mr. Hovey. Yes. 

Senator O’Manonry. And who was the defendant? 

Mr. Hovey. Well, we were endeavoring to get the 

Senator O’Manonry. Who was the defendant 

Mr. Hovey. I guess it was Puget Sound Power & Light. 

Senator O’Manoney. Certainly. 

Mr. Burns. What was the reason for wanting to increase the con- 
tributions of the members of the committee just prior to the taking 
of testimony in the suit / 

Mr. Hovey. Well, we were having additional expenses and we could 
see further expenses, and we thought rather than owe money it would 
be better to have some money actually in an account where the com- 
mittee would have some funds to oper rate with. We had legal fees of 
Mr. Currie’s firm, and we had mailing fees, and things like that. 

Senator O’Manonry. You wanted a pay-as-you-go plan? 

Mr. Hovey. That is correct; yes, sir. 

Mr. Burns. Was it the implic ation of that I: anguage that you wanted 
to have the record show that more money had been put up by the mem- 
bers of the stockholders committee before it was brought out at the 
testimony that only about $250 apiece had been put up by the members 
of the committee ? 

Mr. Hovey. It may be that. I don’t have any particular feelings 
about it, except, as the Senator just said, as we go along rather than 
being behind in the bills, we could see some expenses coming along and 


we figured it was better to have some money in the bank and pay for it 
in the near future. 


Senator O’Manonry. Could you see the expenses ? 

Mr. Hovey. Could I see them ? 

Senator O’Mauoney. Yes. 

Mr. Hovey. In talking with other members 
expenses. 

Senator O’Manonry. What were they ? 

Mr. Hovey. Mostly, they were legal expenses. Up there in Boston, 
in an effort to get this stockholders” list, there was quite a lot of work 
that the New York office—I mean the Boston office—and Mr. Currie’s 
firm had been doing up there. 

Senator O’Manoney. Who were the rec ipients of these legal fees? 

Mr. Hovey. Burns, Currie, Rich & Rice, who did the work up there 
in Boston, as well as a certain amount of work done in New Y ork. 
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Senator O’Manonry. Were these funds all expended ? 

Mr. Hovey. Yes; they were. 

Senator O’Manonery. Is there any balance now? 

Mr. Hovey. No,sir. I don’t think there is any balance. 

Since then we have gotten out of funds, as a result of the mailings 
that we have done, mostly they have been mailings, and we have had to 
put up additional funds since that time. 

Senator O’Manonry. And there was no refund of any kind after 
the withdrawal ? 

Mr. Hovey. No. 

Senator O’Manoney. Can you tell what the total expenditures were ? 

Mr. Hovey. I have a record of that, and I can submit it to you. I 
think Mr. Currie can tell you the full expenses. 

Senator O’Manoney. Please supply that. But for the present, give 
us an approximation. 

Mr. Hovey. I believe our share was spent as a result of mostly this 
mailing of the lists, and the second mailing which we did as a result 
of the SEC. I suppose that those mailings were the main expenses, 
and I suppose that probably might be fifteen to eighteen thousand 
dollars. 

I wish you wouldn’t hold me to that because I don’t really know the 
answer to that. 

Mr. Burns. Will you read the amounts which it was suggested each 
of the members of the committee should contribute ? 

Mr. Hovey (reading) : 

Blyth & Co., $5,000; Kidder, Peabody, $5,000; Laurence Marks, $2,000; Horn- 
blower & Weeks, $500; Union Securities, $1,000; White, Weld, $3,000; Dean 
Witter, $500; Abraham & Co. (Allen), $4,000; Shearson, Hammill, $500; Carl 
M. Loeb, Rhoades, $1,000; J. A. Hogle & Co., $500; Hanrahan & Co., $500; 
Ogleby, Norton, $500. 

The total of the above is $24,000. The reason this amount is larger than the 
$20,000 objective is because there may be some difficulty in getting each of the 
houses to come along for the ultimate amount. I promised Borneman I would 
call him back on this matter. 

Senator O’Manoney. Who passed the hat ? 

Mr. Burns. Does that memorandum say that Mr. Borneman 
suggested these amounts ? 

Mr. Hovey. That is correct. 

Mr. Burns. He personally was not a member of the committee. 
It was his partner, Albert Gordon ? 

Mr. Hovey. That is correct. 

Mr. Burns. He isa partner of Kidder, Peabody ? 

Mr. Hovey. That is correct. 

Mr. Burns. Was there active participation by Mr. Borneman in 
the activities of the stockholders committee ? 

Mr. Hovey. I would say “Yes” ; he was active. 

Mr. Burns. Do you know any reason why he suggested the amounts 
that should be allocated to the members rather than anybody else on 
the committee ? 

Mr. Hovey. Mr. Gordon is a busy man, and, like myself, Mr. Borne- 
man, being a partner in Kidder, Peabody, was the one who spear- 
headed this activity. 

Mr. Burns. Do you know what the basis was for the difference in 
amounts to be contributed by the various firms ? 
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Mr. Hovey. By what they could bear. In other words, some of 
the firms are bigger than others. For that reason, I think that it is 
just like in our business, some of the firms have worked themselves 
up. They are more able to afford this kind of expense than others. 
They are bigger firms. I would say that more or less represented 
somewhat the size of the firms, not ex cactly. 

Senator O’Manonry. It is the old rule of what the traffic will bear? 

Mr. Hovey. That is correct. 

Mr. Burns. What is the comparative size of Blyth; Kidder, Pea- 
body; Hornblower & Weeks; and White, Weld, which would account 
for the differences in the amounts which each was to pay? Is Horn- 
blower & Weeks much smaller than the other three ? 

Mr. Hovey. I would say that they probably didn’t have as much 
of a stake in it. No; they are not as big. They have a good many 
offices, but I don’t think the actual number of employees, and so forth, 
is as big as some of the others. 

Mr. Burns. Do you know whether your firm contributed at that 
time the $3,000 which was allocated as its share of expenses? 

Mr. Hovey. I think they did. I think they went along with the 
suggestion. I think we put up the same amount of money as Blyth 
and Kidder, Peabody. 

Mr. Burns. In other words, you put up $5,000 ? 

Mr. Hovey. That is correct. 

Mr. Burns. Although you were asked for only $3,000 ? 

Mr. Hovey. That is right. 

Mr. Burns. That is because your firm wanted to be on an equal 
standing with Blyth and Kidder, Peabody in showing the activities 
in behalf of this proposed merger ? 

Mr. Hovey. I think that we have a lot of customers, and I think we 
felt that we should suffer the equal expenses with those other two 
col panies. 

Mr. Burns. Was the reason for increasing your contribution above 
that requested to equal the others because Biyth: Kidder, Peabody ; 
and White, Weld expected to obtain future banking business from 
Washington Water Power if the merger were consummated ? 

Mr. Hovey. I don’t think you could relate that at all with this. It 
had nothing to do with this. 

Mr. Burns. Did you regard the activities of your firm in this com- 
mittee as for the promotion of any new business? 

Mr. Hovey. Well, I would say no to that. In this case I would say 
that this was developed out of the responsibility we felt with our 
investment advisory department and our stock ‘department, which 
comprises a very important part of our business, and that is our daily 
bread-and-butter business. If we didn’t have that, we wouldn’t exist. 
That is a stock-exchange business, the over-the-counter business, and 
that goes on from day to day, whether there is any underwriting or 
not. That is the thing that pays the bills. We have tried to develop 
. nd increase that form of our business, which is witnessed by the 

.ct that we have increased the number of offices that we have through- 
out the country in an endeavor to build up our retail business. 

Senator O’Manonry. Then it was your bread and butter that was 
at stake, not the interests of Puget Sound? 

Mr. Hovey. I think we are talking about two things here. 
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Senator O’Manonry. Let’s see if we are. You have just told the 
committee, did you not, that this sum, the total, represented in that 
communication, that exhibit, $24,000, was the total amount raised ? 

Mr. Hovey. That is right. 

Mr. Burns. And it was raised by solicitation of investment houses 

Wall Street ? 

Mr. Hovey. That is right. 

Mr. Burns. Did any bona fide stockholder of Puget Sound, from 
the Northwest, contribute a thin dime to the support of this stock- 
holders committee ? 

Mr. Hovey. Well, it might have been done—not the stockholders 
themselves, no, not directly, but I believe indirectly, ves. 

Senator O'Mantonry. Through you and some of your associates ? 

Mr. Hovey. No. Some of these other firms; that is right. 

Senator O"Marronry. What do you mean by that ? 

Mr. Hovey. Other firms have interests in the fact that they have 
investment advisory departments, such as we do. 

Senator O'Manoney. Yes: the interest of the firm. 

Mr. Hovey. Yes: that is right, but I don’t think we want to stop 
there, Senator. I think if we didn’t have a bona fide interest in the 
stockholders which, in this case, represents our customers, which are 
like all the other stockholders . 

Senator O’Manoney. It was the paternal interest of the investment 
houses of Wall Street in the welfare of the stockholders of Puget 
Sound in Washington, Oregon, and Idaho, that prompted the solici- 
tation of this $24,000 from the Wall Street brokers. That is your 
story ? 

Mr. Hovey. That is correct, sir, but T also say that a lot of the stock 
is held in the East and not in the territory. You find that, as vou 
go through the record, a very small proportion is held in the North- 
west. 

Senator O’Manonry. Did any of these Eastern stockholders per- 
sonally contribute to this $24,000 fund ? 

Mr. Hovey. I would say Abraham & Co. are stockholders. They 
represent other stockholders. They were a large stockholder in 
Puget Sound. 

Senator O’Manoney. I am talking about the small stockholders, 
not the investment-house stockholders. Isn’t it a fact developed by 
your own testimony that $24,000 was the entire sum raised to support 
the stockholders committee, and it was all contributed by investment. 
houses ? 

Mr. Hovey. That is correct, yes, sir. 

Mr. Burns. Do you frequently contribute amounts of that size in 
connection with activities of stockholders committees in which your 
firm is a member ? 

Mr. Hovey. No. 

Mr. Burns. Would you say that the principal purpose of making 
these expenditures was in the interest of protecting your stoc ‘kholder 
customers for whom you act as broker in the purchase and sale of 
stock ? 

Mr. Hovry. I would say so, yes. We have been doing this for a 
long time, sir. 
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Mr. Burns. But wasn’t it more because you were interested in new 
business of a financing nature which you hoped to get as a result of 
the merger which would involve an exchange of securities? 

Mr. Hovey. I don’t think so, no. 

As Ihave said before, this thing, we go right back to where I talked 
to you before, Senator, that when we get pe ople into stock or we advise 
them to buy stock, or customers have stock in one way or another, our 
advice not ‘only is to buy stock but it is also to sell ‘them, because if 
you always buy and never sell, that is pretty much a one-way market. 

Senator O’Manonry. You said, in response to a question of Mr. 
Burns, that you do not customarily, your company, I mean, make such 
contributions as was made here. 

Mr. Hovey. No, not as was made here. Sometimes we do. Wehave 
done it before, that is right. 

Senator O’Manonry. On how many occasions? 

Mr. Hovey. I will have to look that up. 1 will send it to you, if 
vou want the number of cases we have had. 
~ Senator O’Manoney. You may supply that at your convenience. 

Mr. Burns. Didn’t your firm consider that the justification for 
making these substantial contributions was because of the hope that 
it would get new business from Washington Water Power Co. after 
the merger was completed ? 

Mr. Hovey. I don’t know about that, because as a result of what I 
said earlier, whereas we had had a fee, a proportion of that before, 
the financing went kind of the other way. In other words, we felt 
we were, with this competitive bidding, and so forth coming along, 
the unsuccessful bidder, and so forth, when you have competitive 
bidding. You knoyy what that is as well as I do. It is a situation 
ae you may pay the highest price for the bonds, for the stock 

‘you may not. 

"Se nator O’Manionry. There is an old saying, competition is the life 
of trade. 

Mr. Hovey. Yes. Life and death of trade, too. That is true. I 
don’t know of any more competitive business than we are in. 

Senator O’Mauonry. But there was a private placement effort. 

Mr. Hovey. That was before, sir. 

Senator O’Manonery. And that failed or did it succeed ? 

Mr. Hovey. That succeeded, that is right. Since then there was 
competitive bidding that came into the pic cture. 

Mr. Burns. There was competitive bidding in the picture? 

Mr. Hovey. And we were unsuccessful. 

Mr. Burns. But there was also competitive bidding in the picture 
with respect to Washington Water Power before this private 
placement. 

Mr. Hovey. That is right. 

Mr. Burns. I would like to have marked in the record as exhibit 9 
a document dated July 17, 1953, memorandum for Mrs. M. Peterson, 

igned R. M. Hauck, and as exhibit 10 a cashier’s voucher dated Janu- 
ary 5, 1955, on the form of a White, Weld & Co. form. 

(The documents referred to were marked exhibits Nos. 9 and 10, 
and will be found in the files of the subcommittee. ) 
Mr. Burns. Will you read exhibit 9 into the record ? 
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Mr. Hovey. This is dated July 17, 1953. It is a memorandum for 
Mrs. M. Peterson and Mr. A. C. Kramer. It says: 


Folder book. New business, Puget Sound— 


Mr. Burns. What was that ? 

Mr. Hovey (reading) : 

New business, Puget Sound-Washington Water Co. expense account. The above 
account was opened today in which will be placed all of our expenses in connec- 
tion with contemplated business in this account. 

Signed R. M. Hauck. 

Mr. Burns. When that talks about new business and contemplated 
business, isn’t that talking about business with Washington Water 
Power Co. ? 

Mr. Hovey. I haven’t altered what I said earlier. We have various 
expense accounts. When we come along with having commissioned 
business, we will charge the commissions we have earned to every 
kind of an account. In the w: ay of new business it might mean com- 
mission business, which is new business which was plac ed on the books 
as a result of what we were doing here. 

Mr. Burns. Will you read exhibit 10 into the record? 

Mr. Hovey (reading) : 

Foreign ledger posting medium. Cashier’s cash journal voucher. Draw check 
to order of Francis Currie, secretary, Puget Sound Power & Light Stockholders 
Committee, $2,500. New business, Puget Sound Power & Light Co.-Washington 
Water Power Co., $2,500. Description: Expenses incurred by the committee in 
earrying out its activities in connection with the consummation of the merger 
of Washington Power Co. and Puget Sound Power & Light. 

That is what the committee’s objectives have been. 

Mr. Burns. Those are both memorandums from the files of White, 
Weld & Co., are they not ? 

Mr. Hovey. That is correct. 

Mr. Burns. So that throughout this period then, indicated by those 
two documents, the expenses for this committee were carried by White, 
Weld & Co. under the heading of new business ? 

Mr. Hovey. Yes. 

Senator Dirksen. Mr. Chairman, may I ask a question there? 

Senator O’Manonery. Senator Dirksen. 

Senator Dirksen. How long after this fund was developed did this 
matter of securing the stockholders’ list get into court in Massachu- 
setts? Was it very long thereafter? 

Mr. Hovey. Back and forth it was a year or a year and a half before 
we got the stockholders’ list. We actually did not get it until June of 
this year, although we initiated it a long time back, a year and a 
half ago. 

Senator Dirksen. This was an adversary proceeding, I take it, in a 
court in Massachusetts ? 

Mr. Hovey. Yes, opposed by the management. 

Senator Dirksen. Of Puget Sound to secure the stockholders’ list? 

Mr. Hovey. Yes. 

Senator Dirksen. As I recall, Mr. Burns, from your memorandum, 
the court finally decided that the committee was entitled to the list? 

Mr. Burns. Yes, sir. 

Senator Dirksen. I am wondering whether in the course of that 
action before the Massachusetts court, , whether this question of owner- 
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ship or possessoon of stock by members of the so-called stockholders 
committee was raised. Was that raised in the court proceeding? 

Mr. Burns. Senator, it was raised, but there were many other plain- 
tiffs added to the suit who were stockholders. We have correspond- 
ence which we intend to put into the record, showing that the members 
of the committee actively went out and obained individual stockholders 
to make them parties of record to the suit, so that there were quite a 
few actual toikhallions who accepted the invitation to become parties- 
plaintiff. There is no indication that they bore any of the expenses, 
but they actually were parties-plaintiff to the proceedings. 

Senator Dirxsen. In addition to members of the committee ? 

Mr. Burns. In addition to members of the committee. 

At the time that that suit was brought and the representations were 
mide in court, was it not stated that it was the intention of the com- 
mittee to use the stockholders’ list in order to solicit proxies in opposi- 
ion to the present management of Puget Sound ? 

Mr. Hovey. Yes. That is what it says there. 

Mr. Burns. That was the sole purpose which was represented to the 
court as the reason why the committee wished the stockholders’ list; 
is that not so? 

Mr. Hovey. That is right. 

We were not going to use the listeto get customers’ accounts or any- 
thing like that. In other words, it was just for this specific purpose. 

Mr. Burns. But after you got the list from the court it was not 
used—at least in your own mind—to solicit proxies, but a letter was 
drawn which it was hoped would not constitute a solicitation of 
proxies; is that right? 

Mr. Hovey. Yes; we were trying to get the sentiment of the stock- 
holders, that is right, so we could go forward. 

Mr. Burns. Although the specific purpose for asking for the list 
was to actually solicit proxies for a vote of the stockholders? 

Mr. Hovey. Yes; and that at a later date we were going to ask for 
proxies, you see, when the time came. 

Mr. Burns. Did your firm make any effort to contact stockholders 
after this letter of July 20 was sent out to persuade them to sign these 
cards and return them ? 

Mr. Hovey. The letter went out but after we heard from the SEC, 
we naturally desisted. ‘That was the only communication we had with 
the stockholders. 

Mr. Burns. But did you communicate with any of your salesmen 
after the letter of July 20 went out? 

Mr. Hovey. We passed the letter of July 20 around to the salesmen, 
so that they could show the stockholders which they had, and cus- 
tomers, this notice which we had been working on for so long, and we 
felt that naturally they should know about it, because this included 
everybody that had shares, over 50 shares of stock, and we were anxious 
to get as many of these cards back. One way we do that is to get our 
salesmen to contact their customers and have them forward the cards 
in to Mr. Currie to whom it was addressed. 

Senator O’Manonry. Have you finished with this witness? 
Mr. Burns. Yes, Mr. Chairman. 
Senator O’Manonry. Any questions you have to ask of Mr. Hovey? 
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Senator Dirksen. I have no questions to ask of Mr. Hovey, but, 
Mr. Burns, are you going to get back to that court opinion in Massa- 
chusetts ? 

Mr. Burns. We are going to go into that with the attorney be- 
cause he would be more familiar with it and would be able to answer 
the questions more directly. 

Senator Dirksen. Was it an order of the court or did it render an 
opinion and discuss the equities in the case ¢ 

Mr. Burns. I am not absolutely sure that there was an opinion. 
There was a definite order which took into consideration the nature of 
the request and the express purpose for which it was intended to be 
used. 

Senator Dirxsen. I think the order of the court ought to be made 
a matter of record. 

Mr. Borns. We will put that in. There were findings by the court. 
Definitely it was an equity action. 

(The material referred to is as follows:) 


COMMONWEALTH OF MASSACHUSETTS 
OPINIONS OF THE SUPREME JUDICIAL COURT 


PauL B. HANRAHAN & ANOTHER vs. PUGET SouND Power & LIGHT COMPANY 
& OTHERS 


Suffolk, December 10, 1954—May 3, 1955 


Present: Qua, C. J. Ronan, Wilkins, Spalding & Williams, JJ. 

Corporation, Stockholder, Officers and agents, Records. 

Hquity Judisdiction, Inspection of corporate records. 

Evidence, Presumptions and burden of proof. 

Suit in equity heard in the Superior Court by Good, J 

SPALDING, J. This suit is brought under G. L. (Ter. Ed, c. 155 see. 22), to com- 
pel the exhibition of the stock and transfer books of the defendant Puget Sound 
Power & Light Company, hereinafter called Puget. 

Facts which are not in dispute and from which this litigation arose are these. 
Puget is a corporation engaged in the business of supplying electric power in 
the State of Washington. It was organized under the laws of this Commonwealth 
and it has an office in this Commonwealth at 82 Devonshire Street, Boston. The 
sole officer of Puget in charge of this office is its clerk, the defendant Jackson. 
Stone & Webster Service Corporation (hereinafter called Stone & Webster), 
a New York corporation is a transfer agent of Puget and has custody of the 
“master list” of stockholders and of the stock and transfer books of Puget at its 
office in Boston. Another transfer agent of Puget is located in Seattle, Wash- 
ington, but that agent does not have a complete list of stockholders. Puget has 
outstanding 2,177,879 shares of common stock which are held by 12,065 stock- 
holders. The plaintiffs, Hanrahan and Murphy, stockholders of Puget, with 
eighty-one other persons purporting to be stockholders, on December 9, 1953, 
through their attorneys, presented to Jackson at S82 Devonshire Street separate 
applications to inspect “stock and transfer books of * * * (Puget), containing 
a complete list of all stockholders, their residences and the amount of stock 
held by each.” These applications on that date were sent by Jackson to Stone 
& Webster.’ Failing to obtain inspection of the stock and transfer books, the 
applicants brought this suit on December 22, 1953, against Puget and Jackson. 
Subsequently motions to add Stone & Webster as a party defendant and to dis- 
miss the bill as to all plaintiffs except Hanrahan and Murphy, hereinafter 
referred to as the plaintiffs, were allowed. 

The judge made findings of material facts and entered a final decree ordering 
the defendants to exhibit the stock and transfer books of Puget for inspection 
by the plaintiffs and tneir attorneys; other provisions designed to effectuate 


1 Jackson testified that this was done for the purpose of tabulation and verification. 
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its purposes were included in the decree. The defendants appealed. The evi- 
dence, Which was documentary and oral, is reported. 

The defendants’ main contentions are that the plaintiffs are not entitled to 
prevail because (1) in making application to the clerk of the corporation they 
did not satisfy the requirements of G. L. (Ter. Ed., ¢. 155, see. 22), and (2) 
the real purpose of the plaintiffs in seeking a list of stockholders “was for pur- 
poses other than the interest of the * * * (plaintiffs) as stockholders relative 
to the affairs of the corporation.” 

At common law a stockholder’s remedy to compel inspection was enforceable 
by mandamus at the court’s discretion on proof by the stockholder of his good 
faith and a proper purpose. (Varney v. Baker, 194 Mass. 239, 241. Butler v. 
Martin, 220 Mass. 224, 226. Albee v. Lamson & Hubbard Corp., 320 Mass. 421, 
124.) The present suit is based not on the common law but on G. L. (Ter. Ed., 
¢, 155, see. 22), of which the portions here pertinent are: “The stock and transfer 
books of every corporation, which shall contain a complete list of all stockholders, 
their residences and the amount of stock held by each, shall be kept at an office of 
the corporation in the commonwealth for the inspection of its stockholders. * * * 
If any officer or agent of a corporation having charge of such copies, books or 
records refuses or neglects to exhibit them or to submit them to examination 
as aforesaid, he or the corporation shall be liable to any stockholder for all 
actual damages sustained by reason of such refusal or neglect, and the supreme 
cial or superior court shall have jurisdiction in equity, upon petition of a 
stockholder, to order any or all of said copies, books or records to be exhibited 
to him and to such other stockholders as may become parties to said petition, 
at such a place and time as may be designated in the order, but in an action for 
damages or a proceeding in equity under this section for neglect or refusal to 


exhibit for inspection the stock and transfer books, it shall be a defense that the 
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tual purpose and reason for the inspection sought are to secure a list of 
stockholders for the purpose of selling said list or copies thereof or of using the 
same for a purpose other than in the interest of the applicant, as a stockholder, 
relative to the affairs of the corporation.” 

Ve are of the opinion that the requirements of sec. 22 were satisfied here. 
By implication a stockholder is in no position to invoke the statutory remedies 
unless he shall have first applied for inspection to the agent or officer having 
charge of the books or records, for otherwise there could be no “refusal or 
neglect.” The clerk is the officer who usually has charge of the books and 
records of a corporation. Fletcher, Cye. Corporations, secs. 2189, 2193. And 
the bylaws of Puget require the clerk to keep accurate minutes of the meetings 
of the stockholders and to perform “all the duties commonly incident to his 
office.” The fact that here custody of the stock and transfer books was actually 
in a transfer agent appointed by Puget did not make that ministerial duty any 
the less an “incident to * * * (the clerk’s) office” within the purview of the 
bylaws. Hence a demand on Jackson would fulfill the requirements of a demand 
on the officer or agent having charge of such books.? To decide otherwise would 
in every case put on an applicant the onerous task of determining at his peril 
the person in actual possession of the books. 

The difficulties of such a requirement are illustrated by the case at bar. 
Puget has two transfer agents, one in Boston and the other in Seattle, Washing- 
ton, where Puget has its principal place of business. But only the Boston agent, 
Stone & Webster, keeps a master list of all transfers. Jackson, the clerk, was a 
person upon whom a stockholder might reasonably expect to make his application 
for inspection. The right of inspection ought not to be defeated merely because 
Puget saw fit to place the custody of the books in Stone & Webster for transfer 
purposes. We are not disposed to place an interpretation on the statute which 
would permit a corporation to divide the custody and control of the stock and 
transfer books in such a way as to make it difficult, if not impossible, for a 
stockholder to obtain the remedy provided by the statute. The purpose of the 
statute was to provide a stockholder with a simple, practical, and expeditious 
procedure for obtaining inspection of the stock and transfer books of a corpora- 
tion. 

Down to December 22, 1953, when suit was brought, neither Jackson nor Stone 
& Webster had exhibited the books to the plaintiffs. On that date Puget’s attor- 
neys sent a letter to the plaintiffs’ attorneys replying to the applications to in- 


2 We are not called to decide whether a demand on Stone & Webster would also have been 
sufficient. 











































1942 STUDY OF THE ANTITRUST LAWS 


spect. The letter stated that since the applications did not comply with the 
requirements of G. L. (Ter. Ed.), ¢. 155, sec. 22, and since there was reason to 
believe that the applications were made for purposes other than the applicants’ 
interest as stockholders relative to the affairs of the corporation, Puget’s directors 
had determined not to exhibit the books at that time. Included in the letter was 
a list of fourteen questions directed to each applicant. 

The defendants argue that there has been no neglect or refusal to exhibit the 
books. We do not agree. When a stockholder applies for inspection of the stock 
and transfer books he is prima facie entitled to inspect them. See Shea v. Parker 
(234 Mass. 592). If the books are not exhibited for inspection, the stockholder is 
then entitled to invoke the remedies provided by sec. 22. True, after the decision 
in Shea vy. Parker the statute was amended by providing that in an action for 
damages or in a proceeding in equity “it shall be a defence that the actual pur- 
pose and reason for the inspection sought are to secure a list of stockholders for 
the purpose of selling said list or copies thereof or of using the same for a purpose 
other than in the interest of the applicant, as a stockholder, relative to the affairs 
of the corporation.” But this is an affirmative defense as to which the defendants 
have the burden of proof. If they sustain that burden then, of course, the plain- 
tiffs cannot prevail. But that is a question to be decided by the court and not by 
the defendants. We are of opinion that the plaintiffs did all that they were 
required to do and that there was such neglect or refusal on the part of the 
defendants as to entitle the plaintiffs to bring these proceedings. 

We now turn to the question whether the defendants have established that the 
plaintiffs’ purpose for seeking an inspection of the books was an improper one 
under the statute. The judge found that the plaintiffs’ reason and purpose for 
inspection were not within the terms of the statutory defence. Althongh much 
of the evidence consisted of depositions and documents, some of it was oral, and 
we can reserve this finding “only if we are satisfied that, giving to the oral testi- 
mony all the weight the judge could justifiably give to it, the * * * (finding is) 
nevertheless plainly wrong.” Murphy v. Hanlon (322 Mass. 683, 685). 

There wis evidence that the plaintiffs are interested in having Puget merge 
with The Washington Water Power Company (hereinafter called Washington), 
a corporation organized under the laws of the State of Washington, which sup- 
plies the eastern part of that State with electric power. There is no specific 
merger plan now in existence, but the plaintiffs would like to elect a management 
which would actively seek a merger. Each plaintiff testified that he intended to 
use the list of stockholders to communicate with other stockholders. With the 
business merits of such a merger we are not concerned; that is a question for the 
stockholders to determine. All that we are concerned with is whether this objec- 
tive is such a purpose as to fall outside the plaintiffs’ interest “as a stockholder, 
relative to the affairs of the corporation.” Plainly a change in the management 
and policy of the corporation affects the plaintiffs’ rights as stockholders and is 
certainly relative to the affairs of the corporation. Powelson v. Tennessee East- 
ern Electric Co. (220 Mass. 380, 384). If, therefore, this were the only purpose of 
the plaintiffs we should say, without hesitation, that it would not defeat their 
right of inspection. 

3ut each has admitted that it is his intention to turn the list over to a group 
called the Stockholders Committee for Puget Sound Power & Light Company 
(hereinafter called the committee), of which each plaintiff is a member. It 
becomes important, therefore, to determine if the propriety of the plaintiffs’ pur- 
poses is affected by the purpose, motives, and membership of the committee. The 
testimony of members of the committee shows that their purpose generally is to 
seek a merger with Washington and to prevent the further development of “‘pub- 
lic’? power by opposing any merger with a publicly owned enterprise. The relative 
merits of “public” power as opposed to “private” power are no more to be con- 
sidered than the merits of a merger. The fact that the committee also plans to 
use the list of stockholders to solicit proxies does not render the purposes of the 
plaintiffs improper. If a petitioning stockholder must bear all the expense and 
burden of solicitation to promote a legitimate end and loses the right to inspect 
if he invokes the aid of a committee which represents other stockholders, the 
relief afforded by the statute would be of little practical value. 

The membership of the committee at the time of the hearing below was sixteen, 
of which all but four were nonstockholders, and all but the plaintiff Murphy were 
partners in firms or officers in corporations engaged in investment banking or in 
the purchase and sale of securities. There is no evidence that they intend to use 
the list for commercial purposes such as the solicitation of stockholders for the 
purchase of other securities. A showing of no more than a possibility of abuse 
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by the securities dealers or their agents is not sufficient ground for refusing 
inspection to the plaintiffs. See Morris v. United Piece Dye Works (137 N. J. Lh 
262): Bundy v. Robbins & Myers, Inc. (38 Ohio Ops. 77). 

Finally the defendants argue that the committee is “dominated, directed, and 
financed” by Washington. Without reviewing the history of the committee or 
enumerating the activities of some of its members individually and as a group, 
we think it sufficient to state that neither separately nor collectively do they 
necessarily taint the purpose of the plaintiffs in seeking a list of the stockholders, 
The finding of the judge to the effect that the purpose of the plaintiffs was not 
improper under the statute was not plainly wrong and must stand. 

We have dealt with the principal questions argued by the defendants; those 
not discussed in this opinion have not been overlooked. We find nothing in them 
that requires discussion. At the arguments before us we were informed that 
the plaintiff Murphy has ceased to be a stockholder of Puget. Accordingly the 
final decree should be modified by dismissing the bill as to him and appropriate 
changes should be made so that the only plaintiff who will be affected by the 
decree will be Hanrahan, and as so modified, the decree is affirmed with costs of 
this appeal. 

So ordered. 

Joseph P. Rooney (Franklin T. Hammond, Jr., with him), for the defendants. 

Henry M. Leen (Thomas E. Goode, Walter L. Landergan, Jr. & Francis Currie 
of New York, with him), for the plantiffs. 

Senator O’Manonry. Do you have any further questions of the 
witness ¢ 

Senator Dirksen. I have no further questions. 

Senator O’Manoney. The committee will take a recess for 5 minutes 
before the next witness is called. 

The committee is now in recess. 

(Short recess taken. ) 

Senator O’Manoney. Mr. Burns, before the recess you announced 
that you had finished the testimony of Mr. Hovey. 

Mr. Borns. That is right, Mr. Chairman. 

Senator O’Manonery. Then it will be apropriate to say to Mr. Hovey 
that he is excused. We have no further purpose to call upon him for. 
It does not mean that he has to leave the room. We will be very glad 
to have him continue as an observer, if not a witness. 

Who is the next witness ? 

Mr. Burns. Mr. Walter J. Gruber. 

Senator O’Manonry. You have been sworn, Mr. Gruber # 

Mr. Gruper. Yes, sir. 


TESTIMONY OF WALTER J. GRUBER, UNION SECURITIES CORP,, 
NEW YORK, N. Y. 


Mr. Burns. Where do you reside? 

Mr. Grouper. Chappaqua, N. Y. 

Mr. Burns. What business firm are you associated with ? 

Mr. Grouper. Union Securities Corp. 

Mr. Burns. And what is the address of that firm ? 

Mr. Grouper. 65 Broadway, New York 6, N. Y. 

Mr. Burns. Will you just describe the nature of that firm’s business ? 
_ Mr. Gruser. Investment banking, underwriting of securities, trad- 
ing in securities. 

Mr. Burns. Now, does it handle stock for customers when you say 
trading in securities, like a broker ? 
Mr. Gruser. No, sir. 


1944 STUDY OF THE ANTITRUST LAWS 


We do act as brokers in the purchase and sale of stocks. We have 
a regular trading business. We are not brokers, not members of the 
stock exchange. That is probably what you have in mind. 

Mr. Burns. For example, in connection with stock such as Puget 
Sound and Washington Water Power, did you buy and sell for the 
account of customers like Mr. Hovey’s firm ? 

Mr. Gruser. We might. I don’t know whether we have. 

Mr. Burns. Is that type of activity part of the regular business of 
your firm ? 

Mr. Gruser. Not on listed securities, since we are not members of 
the New York Stock Exchange or any other exchange. I think our 
activities are largely in unlisted securities and particularly in pre- 
ferred stocks, what would be known as investment grade preferred 
stocks. 

Senator Dirksen. Are you an officer of the company, Mr. Gruber? 

Mr. Gruser. Yes, I am a vice president. 

Senator Dirksen. How large is the company and how many per- 
sonnel do you have? 

Mr. Gruser. Close to 200. I would say 150 to 200 persons. 

Mr. Burns. Were you a member of the stockholders committee for 
Puget Sound Power & Light Co. ? 

Mr. Gruper. Yes, sir. 

Mr. Burns. And on this exhibit 1, you are listed as Walter J. Gru- 

‘r, Union Securities Corp., New York. 

Mr. Gruser. I believe so. 

Mr. Burns. Do you recall about when it was you became a member 
of that committee ¢ 

Mr. Grouper. Yes, late in 1953. I believe it was December. 

Mr. Burns. And do you recall at whose request you became a mem- 
ber of that committee? 

Mr. Gruser. At our own request. 

Mr. Burns. And to whom did you apply to become a member of 
the committee ? 

Mr. Grouper. Mr. Laurence Marks, the chairman. 

Mr. Burns. And now at that time that you applied to become a 
member of that committee, did you personally hold any stock of 
Puget Sound ? 

Mr. Gruser. No, sir. 

Mr. Burns. Did your firm hold any stock of Puget Sound? 

Mr. Gruser. No, sir. 

Mr. Burns. Your firm is a corporation ? 

Mr. Gruper. Yes. 

Senator O’Manonry. Chartered where? 

Mr. Grouper. In Maryland. 

Mr. Burns. Did you go on that committee as an individual or in 
your capacity as an officer of Union Securities Corp. ? 

Mr. Grouper. The latter, I would say. 

Mr. Burns. At the time you went on the committee, was there any 
discussion with Mr. Marks or any other members of the committee 
about sharing expenses ? 

Mr. Gruser. I don’t believe so. I think it was understood that 
we would. 
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_Mr. Burns. At the time you went on the committee, what activity 

as the committee engaged in of a nature that your company was 
ntereste din? 

Mr. Gruper. We knew that they were in favor of a merger with 
Washington Water Power, and we felt that a merger was desirable 
from the point of view of the stockholders of Puget Sound. 

Mr. Burns. But you also thought it was desirable from the stand- 
point of Was shington Water Power, did you not? 

Mr. Gruper. Yes, I would say so. 

Mr. Burns. And at that time did your firm or you individually 

vn any stock in Washington Water Power? 

Mr. Gruper. I believe not. 

Mr. Burns. Now, your firm had done business on behalf of Wash- 
ngton Water Power, had it not, prior to the time that it became a 
member of the stockholders committee / 

Mr. Gruper. Yes, I believe there was one instance in October 1952, 
when we were successful, we were one of the successful bidders for 
the bond issue of Washington Water Power, I believe. 

Mr. Burns. Do you recall, was that a group that handled that bond 
issue ¢ 

Mr. Gruper. Yes, sir; it was the usual underwriting group, and I 
believe we were one of the comanagers of the group, the way things 
vere arranged normally. 

Mr. Burns. Can you tell us who the other members of that group 
were ¢ 

[ will ask it differently. Will you tell us whether any of the other 
members of this stockholders committee were members of this group 
which handled this bond issue? 

Mr. Gruser. I would like to refer to the prospectus. I remember 
Lehman Bros. was. They are not a member of the committee. 

Mr. Burns. I don’t have the prospectus. I can show you the stock- 
holders’ letter to see if any of the names there were part of the group 
and refresh your recollection. 

Mr. Gruser. I am not sure of White, Weld, I think they were. I 
really don’t know. It would be a matter easy to determine. 

Mr. Burns. Just give us your recollection of any that you are 
sure of. 

Mr. Grouper. Lehman Bros. is the only one I am sure of. 

Mr. Burns. Did you also participate in the financing by Washing- 
ton Water Power in the spring of 19524 

Mr. Gruser. In the private placement? 

Mr. Burns. Yes. 

Mr. Grouper. Yes, we did. 

Mr. Burns. And in that time you were not competing but selected 
as one of the small group from among the many investment banking 
houses which performed this service. 

Mr. Gruser. Yes, we were 1 of 4, I believe. 

Mr. Burns. And the others were Kidder, Peabody ? 

Mr. Grouper. Kidder, Peabody; Blyth; White, Weid. There may 
been a fifth, I am not sure. 

Mr. Burns. You participated in the fee of $140,000 that was paid 
in the — of 1953? 

Mr. Gruper. Yes. 
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Mr. Burns. Now, since neither you nor your firm owned any stock 
of Puget Sound, do you think it was proper for you to list your 
name and your firm’s name on this letter as a member of a stock- 
holders committee of Puget Sound ? 

Mr. Gruser. Yes. 

Mr. Burns. Doesn’t the title imply that the persons who are mem- 
bers of the committee are sncidealders of the company # 

Mr. Gruner. I don’t think so. I heard the previous witness’ testi- 
mony. I don’t believe it does. 

Mr. Burns. So you don’t think that calling yourself a stockholders 
committee, being a member of a stockholders committee, implies that 
the members of it are actual stockholders? 

Mr. Gruser. I don’t think so. I think to me it implies that they 
are interested in the interests of those stockholders and are exerting 
themselves in that direction. I don’t think that other implication 
is valid. 

Mr. Burns. Well, did you pay any part of the expenses of the 
lawsuit in Massachusetts where the stockholders’ list was requested 
from the court ? 

Mr. Gruser. We made contributions to the committee and that was 
one of their expenses. I presume that some of our money was so 
spent. 

7 Burns. And are you aware that in such a suit only stockholders 
are entitled to sue, to obtain a list of the stockholders from a corpo- 
ration? 

Mr. Grouper. No. 

Mr. Burns. You think that anybody can go into court and ask for a 
list of stockholders of a corporation ? 

Mr. Gruser. I am not familiar with the legal aspects of that. I 
know we contributed to the committee. My understanding was that 
the suit was brought not by the committee as Mr. Hovey said but by 
individual stockholders. 

Mr. Burns. But it was financed by the committee; was it not? 

Mr. Gruper. I really don’t know. I have never seen an accounting 
of the contributions by the members of the committee. 

Senator O’Manonry. Let me interrupt. It is your understanding 
that the suit in Massachusetts wars not brought by this stockholders 
committee but was brceught by real ‘stockholders? 

Mr. Gruser. That was my understanding; yes, sir. 

Senator O’Manonry. Do you know how those stockholders were 
brought into the suit? 

Mr. Grouper. No, sir; I don’t. 

Senator O’Manonry. Would you see any objection to an amend- 
ment of existing law, if such a provision is not in the law at present, 
providing that no stockholders committee could be authorized to be 
organized and to solicit either proxies or support or make representa- 
tions to stockholders of companies in which such individuals are not 
bona fide stockholders? 

Mr. Gruser. I don’t think in many instances such stockholders, 
often small stockholders, have the knowledge and the experience to 
act on a committee. I think it is somewhat like the legal profession, 
if you will allow me to digress, where you depend on people who have 
special knowledge in a special field. 
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Senator O’Manoney. Yes. In the legal profession the client knows 
he is retaining a lawyer. But in this case, the stockholders had no 
idea that they were being solicited by a committee made up largely 
if not completely of persons and companies which were not stoc k- 
hol le rs. 

Mr. Gruper. No, but we were identified. I never represented myself 
as a stockholder. 

Senator O’Manoney. The letterhead itself was such a representa- 
tion; was it not? 

Mr. Gruper. I don’t think so. 

Senator O’Manoney. Here is the title, “Stockholders Committee 
for Puget Sound Power & Light Co.” Then the list of names on 
either side. There is not a word in this letter to indicate that you 
were volunteers ? 

Mr. Grouper. That is right. 

Senator O’Manoney. And any stockholder, particularly the small, 
inexperienced stockholder of whom you speak, on receiving such a 
letter, would be entitled to believe, would he not, that this letter was 
coming from persons and interests which were actual stockholders in 
the company ¢ 

Mr. Gruser. I don’t know how people would understand it. It is 
possible some people may have so interpreted it. 

Senator O’Manoney. Don’t you think that there should have been 
a clause in this letter saying: We, the committee here represented, 
have formed ourselves as an organization, though we are not stock- 
holders, in order to take care of the interests of the stockholders of 
Puget Sound ? 

Mr. Grouper. Well, it would add to the clarity of the situation, I 
think. 

Senator O’Manoney. Don’t you think it might be a good idea to 
have a law adding to the clarity ¢ 

Mr. Grouper. I think there would be no harm in it; no, sir. 

Senator O’Manoney. I am sure you are convinced that investment 
houses operating in Wall Street and otherwise ought to be at all times 
perfectly frank not only with their customers but also with the stock- 
holders of companies in whose stock they deal ? 

Mr. Gruper. Yes. 

Mr. Burns. Was your objective, in going to this committee to pro- 
mote the merger, the hope that your company would get additional 
business in W ashington Water Power in connection with the issuance 
or exchange of securities after the merger ? 

Mr. Gruser. No, sir. 

Mr. Burns. Wasn’t your sole connection with Washington Water 
Power in relation to financing? 

Mr. Gruper. Yes, plus the fact that like everyone in Wall Street we 
have our opinion as to merits or demerits of any idea such as this, 
which was a merger of the two companies. We felt it was a desir: ible 
objective, regardless of—just in itself. 

Mr. Burns. Wasn’t your company directly interested in any securi- 
ties business and financing which would result from this merger? 

Mr. Gruser. We would be in this case as well as any other case, that 
being our business. 
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Mr. Burns. You say you would be, but wasn’t that a fact that in 
this particular case your company was definitely interested in any 
finane 7 or issuance of securities which could result from the mer ger ¢ 

Mr. Gruser. I would say we are interested in the financing of any 
reputable company, inc luding W ashington Water Power or Puget 
Sound or any company resulting from a merger. 

Mr. Burns. Well, did you have any conversations with officials in 
Washington Water Power with respect to participating in any 
financing in the event that the merger should be accomplished ? 

Mr. Gruper. No, sir. 

Mr. Burns. Do you know whether your firm had any such under- 
standing or on with anybody in Washington Water Power? 

Mr. Grouper. No, sir: I don’t. 

Mr. Burns. Did you have any discussions with any of the other 
members of this stockholders committee about finance ing if the merger 
should be accomplished in which you might particip: ate? 

Mr. Grouper. No, sir. 

Mr. Burns. 2 would like to have marked as exhibit 11 a document 
- “jan October 8, 1952, from Stuart S. Hawes entitled “Memorandum 

Telephone C onversation with Kinsey Robinson.” 

i The document referred to was marked as exhibit 11 and will be 
found in the files of the committee.) 

Mr. Burns. Mr. Gruber, this document is not from your files and 
you may never have seen it, but I will show it to you so you can look 
to see whether you have ever seen a copy of it. 

Mr. Grouper. I have never seen that. 

Mr. Burns. All right. 

Mr. Chairman, this is from the files of Blyth & Co., and I will 
read the part about which I want to question the witness. It is a 
memorandum of a telephone conversation with Mr. Kinsey Robinson. 
It is a memorandum from Mr. Hawes with copies to Mr. Fred Miller. 
It states—— 

Senator Dirksen. Will counsel wait just a second? First, who is 
Stuart S. Hawes? 

Mr. Burns. My understanding is that he is a member of the firm 
of Blyth & Co., and that the persons to whom copies of the copy 
went are members, either partners or employed by that firm. 

Senator Dirksen. Who is Mr. F. L. Miller? 

Mr. Burns. Fred L. Miller is one of the partners of Blyth & Co. 

Senator Dirksen. So this is from Mr. Hawes in Blyth back to Mr. 
Miller, also in Blyth? 

Mr. Burns. That is right. 

Senator Dirksen. Will you identify Mr. Kinsey Robinson ? 

Mr. Burns. Mr. Kinsey Robinson is and was at that time the presi- 
dent of Washington W ater Power Co. 

I will quote from this document. 


As you doubtless know, there is a proposal before the board of directors of 
Washington Water Power Co. to make an offer of merger with Puget Sound 
Power & Light Co., I talked with Kinsey Robinson in Spokane this morning 
and I find that if such a proposal is going to be made, it will probably be voted 
today and that probably the publicity will be out on Friday of this week. The 
proposal would be that the stockholders of Puget receive share for share of 
Washington Water Power stock and an alternative of cash of $27.50 a share. 
The merger, of course, would be tax free, which would be most important to 
a lot of holders of Puget Sound. 
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We, of course, have been somewhat aware of what is going on and in my eall 
| offered to Mr. Robinson that we would be glad to work out with him an 
underwriting for those security holders who wanted cash rather than stock. 
I find from the conversation that Union Securities made Mr. Robinson an offer 


of an underwriting for 70 percent of the stock, which is, of course, sufficient for 


is purposes because presumably there would be no merger if 30 percent did not 
accept stock instead of cash. Union Securities, I believe, is in touch with a fair 
mount of Washington Water Power common stock and also Puget Sound 
ommon stock and is quite desirous of seeing this transaction go through. Mr. 
Robinson said he was not committed to Union Securities and I asked him, if the 

me came when he needed such underwriting, if he would let us make a proposal. 
I have not got too much out of this except that I did get a pretty firm reply that 
he would certainly see that we were a part of any underwriting of this kind 
that went on and that he had told Joe King if this were ever done, there were 
| great many people who had to be in it. Obviously until an agreement of merger 
s proposed and at least considered by the Puget Sound Board, an underwriting 
an only be in the negotiating stage. 

By rs way, do you know who Joe King is that is referred to there? 

Mr. Gruper. Yes, he is the president of Union Securities Corp. 

Mr. Burns. Does that refresh your recollection about any interest 
that your firm had in this merger as of this date, October 1952? 

Mr. Gruper. Yes, I remember that was at the same time, that coin- 
cided with our purchase and sale of the Washington Water Power 
bonds which was done competitively, at which time we met Kinsey 
Robinson and he broached this idea of a merger. There was a meeting 
in our office on that subject at that time. 

Mr. Burns. So that from the time when this merger was proposed 
in October 1952 up to the present time, your firm has had a continuing 
interest in any financial business which would result from such a 
mee G ¢ 

Mr. Gruser. If you mean that we would be interested in taking part 
of the financing, taking part in the financing if a merger occurred if 
it were offered to us. 

Mr. Burns. I am only taking this letter for what it says which was 
that your firm had made an offer to finance any merger. I am asking 
if that offer was not one that continued to exist from the date of the 
letter up until the present time. 

Mr. cca I had never heard it mentioned since that time and a 
lot of water has gone over the dam with respect to the merger. 

Mr. Burns. The merger, though, up until at least August 5 5 of this 
vear, was being actively promoted by this committee in which you are 
members; is that. correct ? 

Mr. Gruper. Yes. 

Mr. Burns. Isn’t it fair to say that your firm had a continuing inter- 
est in this merger in the hope that if it were consummated, it would 
participate in any financing or underwriting which became necessary ? 

Mr. Gruper. That was not a consideration in my mind. It might 
follow, but the subject of financing a merger has not been discussed for 
3 years, to my knowledge. 

Senator O’Manoney. Mr. Gruber, I would like to read this sentence 
and get your interpretation of it. It is the last sentence and the second 
last sentence of the second paragraph: 

I have not got too much out of this— 
that was the conversation with Mr. Robinson— 


except. that I did get a pretty firm reply that he would certainly see that we were 
apart of any underwriting of this kind. 
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I take that to mean that Blyth & Co. would be a part of any 
underwriting— 


that went on and that he had told Joe King— 


the a ‘sident of your corporation, as I understand it. 

Mr. Gruser. Yes, sir. 

Senator O’Manoney (reading) : 
if this were ever done, there were a great many people who had to be in it. 

Have you any amplification of the meaning of that sentence? 

Mr. Gruser. Mr. Robinson’s statement ? 

Senator O’Manonry. As made to Mr. Hawes in this conversation. 
The report of Mr. Robinson to Mr. Hawes that he had told the presi- 
dent of your corporation that if the underwriting were undertaken, 
a great many people had to be in on it. I would assume that this 
sentence meant, first, that Blyth wanted to be in, and that since your 
company had made an offer, your company wanted to be in and that 
Mr. Robinson had told the president of your company that if the 
underwriting were ever undertaken, a great many people had to come 
in on it. 

Mr. Gruser. I would understand that referred to any possible 
financing that related to a merger, yes, sir. 

Senator O’Manoney. And there were several persons or companies 
that wanted to be in on such a merger? 

Mr. Grouper. That is how I would understand the sentence. 

Senator O’Manonry. Would that explain the presence of so many 
investment houses on the list of the stockholders committee? 

Mr. Grouper. I don’t know, sir. As I say, speaking for myself, that 
was never discussed in our office when I had the thought of joining 
the committee. 

Senator O’Manoney. It was never discussed in your office ? 

Mr. Gruser. No. 

Senator O’Manongy. When Mr. Burns asked you about the con- 
tributions that were made, you testified that you recall no conversations 
about it, but you said that it was understood that the contributions 
would be made. Do you recall that ? 

Mr. Gruser. When I called Mr. Marks, I think the question was did 
I agree to contribute to the expenses of the committee and I said I 
think it was understood rte 4 not said. Was that the reference? 

Senator O’Manoney. Yes. 

Mr. Gruper. Yes, sir. 

Senator O’Manoney. Did you tell Mr. Marks that that was under- 
stood ? 

Mr. Gruser. No, I didn’t. I told Mr. Burns that I did. 

Senator O’Manonry. You say there was no conversation but you 
felt that there was an understanding that that would be the case? 

Mr. Gruser. With respect to the payment of expenses of the com- 
mittee ? 

Senator O’Manonry. Yes, sir. 

Mr. Gruser. Yes. 

Senator O’Manonry. You and everybody else assumed that there 
would be contributions to that? 

Mr. Gruser. Yes, that is customary. 

Senator O’Manoney. Your company made a contribution ¢ 

Mr. Gruser. Yes, sir. 
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Senator O’Manonry. You heard the testimony of Mr. Hovey with 
respect to the $24,000 fund that was raised exclusively from invest- 
ment houses ¢ 

Mr. Gruper. I don’t know who the other contributors were. We 
were one of the contributors. 

Senator O’Manoney. You have no reason to believe that Mr. 
Hovey’s statement and the document from which he testified was 
incorrect, have you ? 

Mr. Gruser. No, sir. 

Senator O’Manone y. Thank you very much. 

Senator Dirksen. Mr. Burns, I just want to get clear on one thing. 
[ see in your brief that the suit to procure that stockholders’ list was 
tiled by two gentleman, one name «1 Tilney and the other named Collins. 
f wonder if you can’t clarify the record at this time. I would like to 
tind out how that suit was filed in Massachusetts. It would appear 
that they filed a suit in the first instance and did the stockholders 
ommuittee join with them or were the interests combined ? 

Mr. Burns. There were three suits filed in Massachusetts. The 
first one was filed, I believe, in October 1952, by Mr. ‘Tilney and Mr. 
Collins to enjoin Puget Sound from selling its property to the public 
utility districts. They filed a suit for an injunction and asked for a 

emporary restraining order. Without notice to Puget, a restraining 
alle was issued against the execution of a sale to the public utility 
listricts. The court after a brief hearing vacated the restraining 
order and denied a temporary injunction, and the contract which had 
been entered into between Puget and the public utilities districts then 
was to go through proceedings for approval by the Washington Public 
Service Commission. 

In April of 1953, following negotiations which Washington Water 
Power commenced with Mr. McLaughlin, a merger agreement was 
signed between Washington Water Power and Puget Sound. So at 
that point Puget Sound was ready to sell to whoever could legally 
buy. If the pr ublic utility districts could get permission to buy and 
they already had the St: ite legislature’s permission, he was going to 
elltothem. If Washington Water Power could get approval i instead 
of the public utilities districts, he would sell to the W ashington Water 
Power. So that the stockholders, Tilney and Collins, did not press 
their suit for an injunction since they had accomplished their purpose. 

| February 1953, however, before ‘the merger agreement was made, 
a » ctouknableal suit was filed. At that time this committee was in 
being and several members of the committee were parties to that 
complaint. 

That complaint was allowed to lapse because of the merger agree- 
ment in April. Then, in November 1953, when Puget Sound, when 
the agreements to sell to both Washington Water Power and to the 
public utilities districts both expired and Puget Sound publicly an- 
nounced they were not going to sell to anybody, they were going to 
remain independent, then the stockholders filed this third suit which 
took 18 months and resulted in this order of June this year granting 
to the stockholders the permission to have the stockholders list. 

Senator Dirksen. That is the Massachusetts suit? 

Mr. Burns. They are all in Massachusetts. 

Senator Dirksen. Who are the plaintiffs in this suit? I have been 
trying to find out who filed this suit. 


1952 STUDY OF THE ANTITRUST LAWS 


Mr. Burns. There were approximately 50 or more plaintiffs, in- 
cluding indiviuals and firms, but this suit was instigated and financed 
by the stockholders committee. 

Senator O’Manonry. Which suit is this? 

Mr. Burns. This is the third suit. 

Senator Dirksen. | want to find out whether all the names on this 
letterhead, these investment houses who constituted the stockholders 
committee, were also plaintiffs along with others; they were all in 
that ¢ 

Mr. Burns. I am not sure about those which did not own stock. 

Mr. ( Curriz. | have the record of the entire suit here. 

le swer any questions. 

Renate O’Manonery. What is your full name? 

Mr. Currie. Francis Currie. 

Senator Dirksen. I did not want to get too far away from this point 
in the record. 

Mr. Burns. This is a copy of the record in the suit. 

Senator O’Maronry. With the agreement of Senator Dirksen and 
the others, it now being almost 20 minutes of 1, I suggest that it might 
be addy isable to take a recess for lune heon during which time these 
documents will be exhibited to you or any that you have and Mr. 
burns and the committee will then decide how to proceed after lunch. 

Senator Dirksen. I did not want to detain Mr. Gruber. I thought 
Mr. Burns had about finished with him. 

Mr. Burns. I had. 

Senator Dirksen. I just wanted to conclude this. I did not want 
to get too far away in the record without having this clear as to who 
filed the suit. I think that is of some importance. I want to ask Mr. 
Gruber, are you familiar with the financial structure of Puget Sound 
with respect to outstanding bonds and stocks, preferred and common ? 

Mr. Gruper. I believe so. 

Senator ae x. In a general way / 

Mr. Grouper. Yes. 

Senator Dirksen. I am not interrested in knowing how much is out 
with you. I am interested in knowing what the diffusion of the stock 
is, percentagewise. ) 

Is most of it in the East or is it out in the West? Some allusion 
was made to that this morning. 

Mr. Gruner. My understanding is relatively little stock is in the 
Northwest. I have not examined the stockholders’ list, although it 
was available to me. Further, I think there had been some large 
holdings in the East. I think the East was probably the most repre- 
sentative of the stockholders. 

Senator Dirksen. Perhaps precise information cannot be gotten. 

3ut I wanted to know whether there was a substantial diffusion of 
this stock away from the Northwest. 

Mr. Gruper. I think that is the case. 

Senator Dirksen. Very well. I think that is all, Mr. Chairman. 

Senator O’Manonry. Do you wish to excuse Mr. Gruber now ! 

Mr. Burns. That is right. 

Senator O’Manonry. No further questions ? 

Mr. Burns. Yes. 

Senator O’Manoney. Mr. Gruber, we are grateful to you for your 
presence here. You are excused. 
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The committee will stand in recess until 1:30. 
+. eee at 12:45 p. m., a recess was taken, to reconvene at 
30 p. m. of the same day.) 

(On September 21 Mr. Gruber wrote the following letter to the 
acting chairman :) 

DreEAR SENATOR: In today’s hearing when Mr. Burns questioned me about the 
financing mentioned in Mr. Hawes’ (of Blyth & Co.) memo, I said that it was 
not a consideration in my joining the Puget Sound stockholders protective 
committee. It was so far from my mind, in fact, that I forgot to mention the 
fact which refutes the implication that it was a consideration and if possible, 
now that I have remembered it on my return home, would request that it be 
added to the record. 

The fact is that the merger terms subsequently agreed to by the boards of 
directors of Puget Sound Power & Light Co. and Washington Water Power Co. 
eliminated any need of underwriting by providing that the merger would be 
effective only if a certain proportion (over 50 percent, I believe) of the stock 
of Puget was exchanged for Washington Power common stock. 

Respectfully yours, 
WALTER J. GRUBER. 
AFTERNOON SESSION 


Senator O’Mauonry. The committee is in session. Mr. Burns. 

Mr. Burns. Before the recess, Senator Dirksen asked a question 
with respect to this suit in the Massachusetts court. 

I have ascertained from counsel that this suit, which is entitled 
“* Paul B. Hlanraham Hi et al. a Puget Nound Powe r and Lia At €} om pany, 
Equity No. 67766, in the Superior Court of Suffolk County of the 
Commonwealth of Massachusetts,” originally had 82 pl: aintiffs and we 
have a copy of the tr anscript of record here. showing the names of 
those plaintiffs, some of whom are individuals and some of whom are 
cca And of the 82 plaintiffs before the suit was terminated, all 
except 2, Mr. Hanrahan and Mr. Murphy, both of whom were mem- 
bers of the committee, withdrew from the action. and then Mr. 
Murphy sold his stock, so that there was a dismissal as to him, leaving 
| plaintiff at the time that the order of the court was entered. 

Mr. Paul Hanrahan is a member of the firm of Hanrahan & Co.. of 
Worcester, Mass., a member of the stockholders committee. 

Senator Dirksen. May I ask one question, Mr. Burns? Was any 
stipulation made with respect to the withdrawal of so many of the 
plaintree and was that in the interests of reducing the record and 

‘utting the costs, because of the interrogatories that were involved 
there? That would have cost a mint. 

Mr. Burns. Because of the time it would have taken, the expense 
incurred, in taking the interrogatories from 82 plaintiffs, they re- 
duced it to 2. 

Senator Dirksen. Very well. That is sufficient, I think, for the 
record. i 

Senator O’Manonery. I understood you to say that it was dismissed 
with respect to one of the plaintiffs because he represented that he 
was no longer a stockholder. 

Mr. Burns. Yes. The 80 that withdrew voluntarily withdrew be- 
cause of the interrogatories and the expense, leaving 2 plaintiffs to 
continue the action, Mr. Hanrahan and Mr. Murphy. It was learned 
that Mr. Murphy had disposed of his stock, so Puget moved to 
dismiss as to him. 
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Senator O’Manoney. Because he was not a stockholder ? 

Mr. Burns. Because he was not a stockholder. 

So there was only one plaintiff left in the action, Mr. Hanrahan. 

I would like to call as the first witness this afternoon Mr. Edwin S. 
Webster, Jr. 

Senator O’Manoney. Mr. Webster. 





TESTIMONY OF EDWIN S. WEBSTER, JR., KIDDER, PEABODY & CO., 
NEW YORK, N. Y. 


Mr. Burns. Mr. Webster, you have already been sworn ? 

Mr. Wesster. I have. 

Mr. Burns. Are you a member of the firm of Kidder, Peabody 
& Co. 4 

Mr. Werster. I am. 

Mr. Burns. And where is their principai office / 

Mr. Wessrer. Their principal office is at 17 Wall Street, New York 
City. 

Mr. Burns. And they have oflices in other cities in the United 
States ? 

Mr. Wessrrer. They do, They have their major offices in Boston, 
Chicago, and Philadelphia. They have other offices of less importance. 

Mr. Burns. And they employ salesmen throughout the country to 
act in the firm’s business ? 

Mr. Wessrer. We are in the underwriting business, in the broker- 
age business, in the trading business, in the municipal underwriting 
business. We are a diversified security house, 

Senator Dirksen. You employ about how many people? 

Mr. Wessrer. I suppose 500. 

Mr. Burns. And how many partners are there in your firm? 

Mr. Wessrer. I think that we have about 24 generals and a few 
specials. I would have to check that. I am not completely certain, 
but that is approximate. 

Mr. Burns. Approximate? 

Mr. Wessrer. Yes. 

Mr. Burns. What is your position among the partners? 

Mr. Wersrer. Well, Il am the senior partner. 

Mr. Burns. Was your firm a member of the stockholders commit- 
tee for Puget Sound Power & Light Co., which sent a letter on July 
20, 1955, to stockholders and has listed as a member of the committee 
Mr. Albert H. Gordon ? 

Mr. Wessrer. That is my partner. 

Mr. Burns. Mr. Gordon is one of your partners? 

Mr. Wessrer. He is one of my partners. 

Mr. Burns. Was Mr. Gordon the firms’ representative on this 
stockholders committee ? 

Mr. Wesster. He was. 

Mr. Bupns. Has your firm contributed to the expenses of the com- 
mittee ? 

Mr. Wessrer. They did contribute to the expenses of the commit- 
tee. 

Mr. Burns. Was there any arrangement as to the proportion of 
the expenses which your firm should pay ? 
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Mr. Wepster. Well, in connection with the committee, I did not 
participate actively in this. I am the senior partner in the firm, and 
this was an underwriting activity. And the most active partners in 
it were my partners, Mr. Gordon and Mr. Borneman. They will ap- 
pear afterward. ere 

I think with reference to our participation in the committee and 
what the contribution was, I think that is all filed already with the 
committee. I think you already have that. 

Mr. Burns. Were the contributions which your firm made to the 
expenses and its activities on this committee related to your position as 
one of the investment bankers for Washington Water Power Co.? 

Mr. Werster. Well, we, as a firm, had a stock interest, and our cus- 
tomers, I think, had an interest up to something over 40,000 shares of 
Puget. 

I was very keen to see the merger go through, because I felt it was 
in the best interests of the stockholders. And Mr. McLaughlin was 
a good friend of mine and I tried to get him to agree to the merger. 
So that we were stockholders. 

Mr. Burns. Your firm owned stock in Puget? 

Mr. Wesster. They owned stock in Puget. At that time we had 
in the neighborhood of 4,600 shares. I am not sure that was the 
exact amount, but that is approximate. 

Mr. Burns. Did it own any Puget stock before it became a member 
of the stockholders committee ? 

Mr. Wesster. | frankly do not know that answer. We might have 
traded in it, but I think that Mr. Borneman, Mr. Gordon, could an- 
swer that question better than I. 

Mr. Burns. Do you know whether your firm owned any stock in 
Washington Water Power at the time that it was on this Puget 
Sound stockholders committee? 

Mr. Weesrer. Yes, I think that we had a block of Washington 
Water Power, and I think that it owned approximately 4,000 shares. 

Mr. Burns. Are you familiar with the fact that prior to the fall 
of 1952, the Washington Water Power Co. was owned by the Ameri- 
can Power & Light Co., which was a subsidiary of Electric Bond & 
Share Co. ? 

Mr. Wesster. I am. 

Mr. Burns. At the time that the distribution of Washington Water 
Power Co. stock by American Power & Light Co. was under consid- 
eration in 1952, did your firm take any steps to solidify its position 
or show its interest in Washington Water Power Co. ? 

Mr. Wesster. In connection with that, we are a big firm, and 
different partners concentrate on different activities. And that gen- 
eral negotiation and activity was carried on by my partner, Gordon, 
so that he would be much better able to answer that question than I. 

Mr. Burns. I would like to have marked as an exhibit, but not 
physically included in the record because of its number of pages, a 
document entitled “American Power & Light Co., the Washington 
Water Power Co.,” and then underneath that, “Kidder, Peabody & 
Co.,” being a brochure which contains on its first page a letter from 
W. C. Gilman & Co., to Kidder, Peabody & Co., dated March 21, 
1952. I would like to have that marked as exhibit No. 12. 

Senator O’Manonry. They may be done. 
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(The document referred to was marked as “Exhibit No. 12,” and 
will be found in the files of the committee. ) 

Mr. Burns. I show you exhibit No. 12, Mr. Webster, and I will 
ask you if you recall your firm having that prepared and distributed 
at that time in 1952. 

Mr. Wenster. I do recall it, although there is a great deal of infor- 
mation of this type that goes through our office on a great many dif- 
ferent enterprises. And if I am not the person who is actively be- 
hind a certain situation we are working on, I do not necessarily pay 
too much attention to it. So that I did see it, and that is about all. 
i do not really recall any reaction at the time, but I do recall that I 
do recall this document passing through. 

Mr. Burns. Do you know that your firm did employ the engineer- 
ing firm of W. C. Gilman & Co.? 

Mr. Wesster. I do. 

Mr. Burns. And that the brochure was prepared at least in large 
part by Gilman : Co. ? 

Mr. Wersrer. I do. 

Mr. Burns. Do you know whether this firm of Gilman & Co., which 
was employed by Kidder, Peabody & Co. for this purpose, had also 
been employed on other occasions by Washington Water Power Co. ? 

Mr. Wessrer. I do not know that. I cannot answer that question. 

Senator Dirksen. How many issues would you handle in a year? 

Mr. Werster. That is a very difficult thing. 

Senator Dirksen. I know it is. 

Mr. Wesster. I would be great—a great many. 

Senator Dirksen. Would it be hundreds? 

Mr. Wersrer. I would say that it is awfully hard to get into it, 
but I would say, taking the competitive deals, it certainly would 
be. There is a great deal of business that passes through, and that 
is why we have to have such a big partnership, because it is like any- 
thing else, you have to delegate authority in order to handle the volume 
of business. 

Mr. Burns. This exhibit states in this letter from Mr. Gilman to 
Kidder, Peabody & Co.: 

We have been familiar with the property and business of Washington for 
many years and have on several occasions appeared in its behalf before courts 
or commissions, 

Was the purpose of distributing this brochure to promote your rela- 
tionship with Washington Water Power, in order that you would be 
in a position to obtain securities and banking business from it? 

Mr. Wesstrer. The purpose of putting out the brochure was that 
we do a big customer brokerage business, and we thought that the 
Ww ashington Water Power was a very attractive situation. Anda part 
of our business is the soliciting of brokerage business, which we get 
on a fixed-fee basis. 

Mr. Borneman would be much better able to answer this than I 
because he was more active in that but, as you can see, something like 

30,000 shares of Washington Water Power, I think, if I am not mis- 

taken, was held by our customers. 

Mr. Burns. But in connection with the issuance of this brochure, 
was not the purpose to cement relationships with Washington Water 
Power in the hope of ultimately winning some financing from Wash- 
ington Water Power? 
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Mr. Wepsrer. Yes; I think so. In other words, we are an all- 
purpose secur ity house. We were doing a customer service, we be- 
i eved, in the merger. We thought the stock was cheap, that we could 
render a service in bringing about the merger. 

Why, I frankly thought, and our partnership thought, that we were 
rendering a public service and we were entitled to a reasonable fee. 

Mr. Burns. Has your firm done similar jobs for companies such 
as the Minnesota Power & Light Co. and the Montana Power Co. ? 

Mr. Wesstrer. The utility companies, when they attempt to finance, 

is very much in their interest to get the values of their stock up. 
There was a period there where utility stocks were selling extremely 
low, largely on account of what was considered the push of public 
power and the Holding Company Act and other situations that scared 
tockholders, so that in order to get the company’s stock up, Kidder, 
Peabody would write up a story in an attempt to interest Eastern 

oney, which represents the big capital of the country, and capital 
throughout the country in these different utility situations. We did 
that. 

Our customers have bought stocks in electric utilities, and I ean 
Sav WV ithout any, practically no, exceptions, in every instance our cus- 
tomers did extremely well through those purchases. That is our 
business to do that. 

Mr. Burns. In addition to the activities on behalf of customers who 
made purchases of the stocks, your company was interested in par- 

icips iting, as one of the investment bankers, ; in the issuance of promo- 
tional securities ? 

Mr. Werstrer. Yes; obviously. 

Mr. Burns. At that time, in 1952, the Washineton Water Power 
Co. was still part of the system of Electric Bond and Share; is that 


r. Werster. That is my understanding. 

[r. Burns. In the spring of 1953, did your firm and some others 
head a group of security dealers in making a private placement of 
bonds and debentures for Washington Water Power? 

Mr. Wenster. We participated—that is June of 1953 you are talk- 
ng about, a private placement ? 

Mr. Burns. Sometime around that date, bonds and debentures. 

Mr. Wesster. We participated in that, but in connection with the 
question in regard to what the situation was or how it worked out, 
[ think that it would be preferable if you were to ask that question 
of the partners of mine who are coming on later, who are definitely 
in on underwriting problems. 

Mr. Burns. I would like to have marked as “Exhibit No. 13,” but 
not to have printed in the record because of its a another brochure 
entitled “The Washington Water Power Co., a Review of Recent 
Developments, and Reappraisal of Company’s Common Stock, Kidder, 
Peabody and Company,” which includes as an introduction a letter 
from W. C. Gilman & Co. to Kidder, Peabody & Co., dated February 
20, 1955. 

(The brochure referred to was marked as “Exhibit No. 13,” and will 
be found in the files of the committee. ) 

Mr. Burns. I show this to you, Mr. Webster. Was that issued by 
your company, your firm? 
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Mr. Wesster. I recall this. This is put out, but here again in con- 
nection with this brochure, I think that my partners, who were more 
active in having it prepared, would do a better job of answering in 
connection with this document. 

Senator O’Manonry. But you do identify the document ? 

Mr. Werster. Ido. I remember the document. 

Senator O’Manoney. Exhibits 12 and 13, having been identified by 
the witness, may be received as part of the record, but not for printing, 
at this time. 

Senator Dirxsen. Is the Gilman Co. generally employed on work 
of this kind ? 

Mr. Weester. They are in this business. They specialize in this 
type of appraisal and engineering, et cetera. 

Senator Dirksen. And engineering? 

Mr. Weprster. Yes. 

Mr. Burns. I believe you said you are personally acquainted with 
Mr. Frank McLaughlin, who is president of Puget Sound ? 

Mr. Werster. I am. 

Mr. Burns. About how long have you known him? 

Mr. Wesster. I suppose I have known him for 30 years. 

Mr. Burns. I would like to have marked as “Exhibit No. 14” a 
letter dated December 21, 1953, from Edwin S. Webster, Jr., to Frank 
McLaughlin. 

(The letter referred to was marked “Exhibit No. 14,” and will be 
found in the files of the subcommittee.) 

Mr. Burns. This is a copy taken from the files of Kidder, Peabody 
& Co., which does not, of course, bear your signature. Can you recog- 
nize this and tell us that it is a copy of a letter that you sent to Mr. 
McLaughlin ? 

Mr. Wepster. Yes; I think that this is. It is. 

Mr. Burns. Mr. Chairman, I would like to read this, so that I can 
question Mr. Webster on it. I will start with the second paragraph. 

3en Ehrlichman has been here and apparently talked te many of the different 
groups that own Puget stock. When I saw him he seemed to feel quite strongly 
that the committee could not force the issue. I think this is the general line 
he followed with the various groups he contacted. It might be worth your while 
to have a discussion with him when he gets back to Seattle, as it seems to me 
he is currently well informed on the general sentiments of various members of 
the committee. I was pleased to receive this morning a copy of a statement of 
Puget potentials. This is extremely interesting, particularly the part dealing 
with the difference of debt ratio between Puget and Washington Water Power. 
It would seem very unlikely to me that they can succeed in forcing the issue, 
but from the way some of them talk, they may very well have a try at it. There 
are many things I would like to discuss with you, but feel they can best be done 
the next time I see you. If you plan to come to New York be sure and let me 
know. Wishing you and Gene a merry Christmas and a successful and happy 
new year. 

Sincerely yours, 
EpwIn S. WEBSTER. 

Now, in this letter you make the statement: 


It would seem very unlikely to me that they can succeed in forcing the issue, 
but from the way some of them talk, they may very well have a try at it. 

Would you tell us what you meant by that? 

Mr. Wesrster. The committee had been working to do this thing and 
it is my memory, by the time this letter was written, why, the merger 
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n- had failed, I mean, we could not get an extension and the thing was 
re pretty well off. 
in [ felt from every viewpoint the merger was a good idea, and I had 
) attempted to get McLaughlin to see it that way. 
i I think that at one time he, in March of 1953, when I saw him in New 
} York, I think he was very favorably disposed. I was still hopeful that 
by } with the help of Mr. Ehrlichman, who was a local man and who knew 
1g, the situation very thoroughly, that Mr. McLaughlin might still come 
around with the idea of the merger. I knew him quite well. 
rk [ knew that the committee was pushing him hard, and he knew I 
: knew the committee was pushing him hard. And as a business propo- 
his sition. I had to tell him the facts as I saw them. And I did not believe 


at that time as a practical business approach that the committee could 
do it. That is what I was saying, because it was just business judg- 
ent on my part that they could not do it. And I was hopeful that 
it] \fcLaughlin would come around, and Ehrlichman and he could get to 
ome sort of an agreement where the merger could go to. 
Mr. Burns. By the use of the pronoun “they,” you were referring 
to members of the committee ¢ 
Mr. Wesstrer. Of the committee; yes. 





9 ; Mr. Burns. Were there any particular members of the committee, 
nk or the entire committee ? 
3 Mr. Wesster. No: I would just say the committee in general. They 
be ; were acting in what they thought was the proper way to put the merger 
: | hrough. 
dy ; In anything, business, things of this sort, why, there are differences 
e- | of opimon with regard to the approach. McLaughlin at that time 
fr. was getting extremely annoyed. 
Mr. Burns. Why did you think it was very unlikely that the com- 
mittee could sueceed in forcing this merger ? 
al Mr. Wessrer. It was just based on business judgment, and knowing 
yh cs the facts. I have known about the Puget Sound situation for a very 
- 4 iong time. I mean, even as a boy, my father had some connections 
‘ with it way back. I do not know it in detail, but I knew enough about 


ine 3 the local situation and what I thought the situation was to feel that 


rile 4 t could not be forced. That was just a statement. I was hoping they 
aS : would compromise and work it out, because I thought it was a con- 
of : -tructive thing to be done. 
ing Mr. Burns. Can you be any more specific in stating what some of 
rer. these factors were which led you to feel that it could not be forced 
and it was unlikely that it would succeed ? 
se Mr. Wesster. No, just my personal judgment. 
me Mr. Burns. Were you familiar with the history of the negotiations 
py for the acquisition by the public utility districts of the Puget 
properties ¢ 
. Mr. Wesster. I knew about them. 
Mr. Burns. And you knew that at the same time, during 1953, 
there were two agreements outstanding, one by Washington Water 
ue, Power to merge with Puget, and acquire its properties, and the other 
with the public utility districts? 
Mr. Wesster. Yes. 
nd Mr. Burns. And were you familiar with the suit brought by stock- 


uolders of Puget to restrain the sale by Puget to the utility districts? 
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Mr. Weester. I am not familiar with that detail. I mean, in a 
general way I knew this situation, but when it got to that, et cetera, 
you will have to ask my two other partners, because they would be 
more familiar with that than I am. 

Mr. Burns. Were you familiar with the efforts of the citizens 
groups to stop the merger of these two companies by intervening in 
the proceeding before the W ashington Public Service C ‘ommission ? 

Mr. Werster. No. 

Mr. Burns. But you were aware of the public attitude in that part 
of the State—that was one of the factors which led you to conclude 
that this would not be likely to succeed ? 

Mr. Wersrter. I think that as a general principle that it is extremely 
difficult, with all of the factors involved in this situation, to have the 
thing succeed. 

Mr. Burns. At that time, as indicated in your letter, you were on 
friendly terms with Mr. McLaughlin ? 

Mr. Wesster. I feel I still am. 

Mr. Burns. Prior to this, in the earlier discussions that you referred 
to in March, your firm was not a member of the stockholders com- 
mittee ? 

Mr. Werster. That is correct. 

Mr. Burns. So that in your earlier discussions with Mr. Me- 
Laughlin, neither you nor your firm were representing or purporting 
to represent Puget Sound, but were representing yourselves as invest- 
ment bankers ? 

Mr. Wesster. Yes. 

Mr. Burns. Well, now, you are aware, are you not, that it was just 
at that time that your partner, Gordon, joined this stockholders com- 
mittee, and that your firm then became part of this group which was 
financing litigation which had the purpose of throwing out of office 
McLaughlin and his entire board of directors ? 

Mr. Wesster. I am. 

Mr. Burns. Well, now, is there not an inconsistency between your 
own expressions of sympathetic interest and apparent support of 
McLaughlin and the simultaneous controversy against Puget and 
McLaughlin, which your firm was supporting and financing through 
this committee ? 

Mr. Werster. The situation had gotten to a point where—I mean, 
I was hopeful that I was going to be able to get a meeting of the 
minds on the merger on pretty much of a personal basis—I did not get 
into the detail of it. It became apparent that that was going to fail. 

We had, in our firm, spent a great deal of time. And there was a 
strong feeling among my partners that we should pursue this thing. 
And a partnership is s like a marri age and it functions as such. There 
is give-and-take, and you could construe that as inconsistency, but if 
one knows how a partnership works, why, I do not think it is. 

Mr. Burns. What reasons did your partners give why they felt 
that they should undertake this participation in this committee to 
oppose McLaughlin and the board of directors and actively support 
it, whereas up to that time they had remained off this committee, 
although it had been in existence ? 

Mr. Wrrster. They were convinced that that was the proper pro- 
cedure under the conditions and that they were strongly in favor of 
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the merger, as was I. And it was quite obvious that the efforts that 
I had put into this thing had not borne fruit. 

Mr. Burns. Did you believe at that time that it was necessary to 
allow your firm to join with these other investment banking firms on 
this committee because of the risk that otherwise your firm would be 
left out of any financings which might result from Washington 
Water Power ¢ 

Mr. Wesster. As you can see, we had a lot of stock, one way or 
another in this thing. We thought that the merger was definitely 
constructive and would put additional value on that stock. In addh- 
tion to that, I imagine that we did feel that if we stayed along in the 
picture, that we would get underwriting. I mean, that is a general 
business practice. 

Mr. Burns. Well, did your partners express to you their view that 
if Kidder, Peabody did not go along and help to support this merger, 
that you would not only lose the opportunity of getting business from 
Washington Water Power, but from other companies which were 
served by Ebasco ? 

Mr. Wesster. No, they did not make that point. 

Mr. Burns. Was there any discussion of that possibility among 
your partners and yourself ? 

Mr. Werster. No. 

Mr. Burns. You say Mr. Borneman is the member of your firm 
who is really more familiar with the details of the operation of com- 
mittee, as far as your firm is concerned ¢ 

Mr. Wesster. Mr. Gordon is a member of the committee, not Mr. 
Borneman. They are much more familiar with this, the details, than 
I am. 

Senator O’Manoney. My interest was aroused, Mr. Webster, by 
the use of certain words in the letter of December 21, 1953. The last 
sentence, in the third paragraph: 

It would seem very unlikely to me that they can succeed in forcing the issue, 
but from the way some of them talk, they may very well have a try at it. 

The plain, simple interpretation of that is that you were telling 
Mr. McLaughlin that some of the persons involved in this matter 
might very well have a try at forcing the issue. 

Mr. Wesster. That is correct. 

Senator O’Manonery. How did they tell you they were going to force 
the issue ? 

Mr. Werster. No one tells you these things, Senator. I mean, if 
you are in a business, in an active business, and a great deal is going 
on, you gain a knowledge of the thing at the time and you know 
pretty much what the sentiment is. There were certain people— 

Senator O’Manonrey. How can you know the sentiment, except 
by listening to people talk or by reading their memorandums? 

Mr. Wessrer. I talked with my oe who are the most active 
in this thing and I was conversant with reference to what was going 
on. 

Senator O’Manonry. What was going on? 

Mr. Wensrer. Well, there were certain people that thought that 
the best process—they were sincerely sincere in their belief—that this 
merger should go through and the stockholders were being demied 
a chance to get ‘the story, and that the company refused to give the 
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stockholders’ list out, and they felt in justice that the stockholders 
should be circularized and given a chance to choose. That was their 
position. 

Senator O’Manonery. Well, now, that is very polite language that 
you are using now, but in the letter you used much more vigorous 
language and said that many of them would have a try at forcing 
the issue. The ordinary interpretation of that phrase “forcing the 
issue” would mean that somebody was going to apply pressure of some 
kind. Is that right? 

Mr. Wessrer. Yes. And they represented a large block of Puget 
stock. 

Senator O’Manonery. You got this knowledge from talking with 
your partners, did you not? 

Mr. Wessrer. Senator, when you are trying to reconstruct where 
you get your knowledge 

Senator O’Manoney. You just said you talked with your partners. 

Mr. Wessrer. I talked with my partners, and I assume that I got 
most of it there, yes. I think most of it there. 

Senator O’Manonry. What did your partners tell you? 

Mr. Wessrer. I assume that they felt 

Senator O’Manoney. I am not talking about what your assumptions 
were, Sir. 

Mr. Wesster. All right. 

Senator O’Manonry. Let us be frank about the matter. 

Mr. Wessrer. I will be perfectly frank. They thought that the 
best way to bring about the merger would be for the stockholders to 
get a chance to know this complete story, and that they had been 
refused, as I recall, the stockholders’ list. The only way they could 
get to the stockholder was to get the stockholders’ list. And theirs 
was an effort to get the stockholders’ list, and in that way inform the 
stockholders of what the situation was, and to tell them about the 
advantages of the merger. 

That was the idea. And my personal judgment at this time was that 
it was a very difficult thing to do that. 

If you can interpret this letter, what I was trying to do was to get 
the thing back on the tracks, so that McLaughlin would talk with 
Ehrlichman and see if there still was not a chance of saving the merger. 

Senator O’Manoney. All right. Let us read the paragraph dealing 
with Ehrlichman. 

Mr. Wesster. Yes. 

Senator O’Manonry. You dictated this letter? 

Mr. WessteEr. That is correct. 

Senator O’Manoney. It is your language that is here used ? 

Mr. Wesster. Yes. 

Senator O’Manoney (reading) : 

Ben Ehrlichman has been here and apparently talked to many of the different 
groups that own Puget stock. When I saw him he seemed to feel quite strongly 
that the committee could not force the issue. 

There is the word again. 

Mr. Wesster. That is right. 

Senator O’Manoney. Force—force—force. 

Mr. Wesster. That is right. 
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Senator O’Manoney (reading) : 


I think this is the general line he followed with the various groups he con- 
tacted. It might me worth your while to have a discussion with him when he 
gets back to Seattle, as it seems to me he is currently well informed on the general 
sentiments of various members of the committee. 

There is a declaration in your words that Mr. Ehrlichman, after 
a conference with you, in your opinion, seemed to be well informed 
on the general sentiments of various members of the committee. 

Were you informed of those sentiments? 

Mr. Wesster. I never discussed it with any of the committee di- 
rectly myself, excepting as far as my own partner, Gordon, and he 
was the only member of the committee that I ever talked about this 
thing with. 

Senator O’Manoney. Were you well informed ? 

Mr. Wesster. I was not too well informed. I had a general idea 
with regard—— 

Senator O’MAnoney. How could you say that he was well informed, 
if you were not well informed ? 

Mr. Wessrer. Because he had been around and had personal discus- 
sions with different members of the committee. 

Senator O’Manoney. But he talked with you. 

Mr. Wesster. He did, but I did not go into detail. His was a 
general theory which I agreed with at the time, that this thing would 
be compromised, and the fight or the differences of opinion should 
be smoothed out and go ahead with the merger. That was what 
Ehrlichman discussed with me. And he was try ing to—— 

Senator O’Manoney. How long did he talk with you? 

Mr. Wesster. A relatively short time. 

Senator O’Manoney. Well, what is “a relatively short time” in the 
category of the operations of Kidder, Peabody & Co.? 

Mr. Wessrter. It is very difficult for me to say that, but I imagine 
we had a discussion of 15 minutes to half an hour. 

Senator O’Manoney. Fifteen minutes to half an hour? 

Mr. WepsTer. Yes. 

Senator O’Manoney. And in that 15 minutes to half an hour you 
reached the conclusion that he was well informed on the general senti- 
ments of various members of the committee; and you also said to 
Mr. McLaughlin that he seemed to feel quite strongly that the com- 
mittee could not force the issue. 

[ will say frankly to you, Mr. Webster, that if I had been Mr. Mc- 
Laughlin and I had received that letter from you, I would have drawn 
the inference from it that you were well informed upon the efforts 
that some of your associates on this committee were making to force 
the issue; and that you were telling Mr. McLaughlin that it could 

not be forced. 

Mr. Werster. That is true, but what I was trying 

Senator O’Manoney. I am trying to find out, then, what they were 
doing to force the issue. 

Mr. Wensrer. They were trying to get the stockholders to agree 
with them that the merger 

Senator O’Manoney. How were they trying to force it? 

Mr. WessteR.. It is—— 

Senator O’Manoney. Were they trying to use pressure of any kind? 
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Mr. Wesster. I was not on the committee myself. And as far as 
what they were trying to do, I frankly cannot tell you, but that was 
the idea that they wanted to have the stockholders know. 

Senator O’Manonry. Then you did not have the information that 
Mr. McLaughlin was entitled to believe you did have when he read 
your letter ? 

Mr. Wessrer. If you can construe it that way, that is one construc- 
tion that you can put on it. 

Senator O’Manoney. Very well. 

Is there anything more, Mr. Burns? 

Mr. Burns. No; that is all. 

Senator O’MAnoney. Senator Dirksen. 

Senator Dirksen. Mr. Webster, I noticed several times your obser- 
vation that you thought that the merger was a good thing. 

Mr. Wessrer. Yes. 

Senator Dirksen. I have no great skill in your line of business, 
but I would assume that when you look upon a merger as a good 
thing, you would be thinking in terms of such components as an 
appreciation of the price of the stock, probably checking deterioration 
in a company, if there was deterioration, improving its capital assets, 
or giving it some vitality. 

I wish you would take a minute, at least, to discuss your notions 
of why you thought this merger was a good thing, because if it were 
a good thing, it would have to be a good thing for the people who 
were parties in interest on both sides. That would be the Washington 
Water Power and Puget Sound. 

Mr. Wesster. That is correct. And I feel that the Puget Sound 
was in an area which happened, unfortunately from the viewpoint 
of Frank McLaughlin, to be in the center of where a great many 
condemnation suits were taking place. The result was that for many 
years, or 3 or 4 years previously, he had been writing and circularizing 
the stockholders to the effect that it was practically no hope, that 
the public utility districts were going to take him over, public power 
was going to stifle him. 

I think one of the reasons why such a small proportion of Puget 
stock is owned on the west coast is that McLaughlin, through his 
fear of public power and the districts, scared the people in the Wash- 
ington district, and the stock all drifted back East, because they sold 
it out at low prices, they were so frightened with reference to the 
local affairs, the local conditions within that company with reference 
to public power. 

a of the big advantages that would have come from the merger, 
from the viewpoint of the Puget stockholders, as I see it, is that the 
Washington Water Power area is not as subject to the condemnation 
and public power difficulty as Puget is. 

If McLaughlin was correct in his 3 or 4 years’ program which he 
called to high heaven, there was no hope, he should have jumped 
at the chance to throw himself in with another company, where the 
semis power combination would not have been as serious as it was, 
eing a small company that could be really vitally hurt by that 
combination. 

So for that reason, the two companies, together, in my opinion, 
would be obviously stronger. Also, the expense of operating the 
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bieger unit, so far as executive and other factors, would be less, : 
I saw it. 

It was a constructive thing for everybody concerned to do it. 

Senator Dirksen. In that one letter which went into the record 
this morning, which was a record of a telephone conversation, they 
ised the figure of $27.50 a share for Puget stock, as an anticipated 
market value. Is that high or low—does it represent some deteriora- 
tion in the company? What is the future prospect for that company ? 

Mr. Wesrster. At that time, as I recall it, the stock was in that 
general level. The equity markets for utility stocks had been ex- 
tremely low. 

When the Republican administration came in, there was more op- 
timism about the possibility of electric light and utility business than 
there had been previously, and the stocks picked up. 

Puget stock has run now up to around $40 a share. Washington 
Water Power is up around the same amount. The Puget stock, no one 
knew at that time, it was particularly cheap, but the whole market has 
gone up. The situation has improved. 

I think there is no question in my mind, Senator, that the consoli- 
dated company is a stronger unit, better able to finance. They would 
be less subject to public power interference. From the viewpoint of 
the stockholders it would be beneficial. I would assume that with 
bigger unit they could give lower rates over a period of time. 

[ personally believe that. Iam a strong advocate of private power. 
I will not argue that point. 

Senator Dirksen. I would just assume, if I have the figures in mind, 
and I try to keep all of these lines intact, that the merger proposition 
was made in October of 1952 for the first time; is that correct? 

Mr. Wepsrer. Is that the correct date? Yes. 

Senator Dirxsen. October of 1952. 

Mr. Wesster. Yes. 

Senator Dirksen. The stock was around what—$22.50? 

Mr. Werster. I frankly do not know. 

Senator Dirxsen. They talked about $22.50 as a possibility, plus 
some extra bonuses—maybe up to $5—that would have made it $27.50. 
You said just now the stock has gotten up to $40? 

Mr. Wesstrr. That is right. If they had gone through—and I do 
not want to be held exactly to this, but my associates who come after- 
ward, can answer this, but I think if they had taken what had been 
offered to them on the Washington Water Power offer, that they would 
have come out just about where they are now, at $40 a share. 

Senator Dirksen. So you think from the stockholders’ standpoint, 
this has been some rather good business, this factor ¢ 

Mr. Wester. I think it would have for the stockholders. Person- 
ally, we would not have spent the time on it unless we believed in the 
merger. I think it is constructive. I feel if the merger had gone 
through, the stockholders would have—maybe the stock would be ‘sell- 
ng higher, but you take the chips as they are, they would have come 
out just about the same. 

_ Senator Dirxsen. I see by this brochure you have been in business 
for 90 years. That was before your time? 

Mr. Werster. Slightly, yes. 

Senator Dirxsen. That is all. 
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Senator O’Manoney. Mr. Webster, the committee is indebted to you 
for your testimony. 

There are no further questions to be asked, and you are therefore 
excused. 

Mr. Wessrer. Thank you very much. 

Senator O’Manoney. Call the next witness. 

Mr. Burns. Mr. Alfred E. Borneman. 

(Conference. ) 

Senator O’Manonry. This conference of the chairman of the com- 
mittee with the eminent counsel, Mr. Arthur Dean, had to do only with 
questions as to whether or not the third representative of Kidder, 
Peabody would be present to testify this afternoon, his name being Mr. 
Gordon. The committee probably will be adequately served by the 
testimony of the present witness, Mr. Borneman. 

We always like it to be understood that we are operating in a goldfish 


bowl. 


TESTIMONY OF ALFRED E. BORNEMAN, KIDDER, PEABODY & CO., 
NEW YORK, N. Y. 


Mr. Burns. Have you been sworn? 

Mr. BorNeman. Yes, sir. 

Mr. Burns. You are a member of the firm of Kidder, Peabody 
& Co.? 

Mr. Borneman. Yes. 

Mr. Burns. And you are a member of the group that is called the 
stockholders’ committee of Puget Sound Power & Light Co. ? 


Mr. Borneman. No, I am not a member of the committee. 

Mr. Burns. That is, your firm is a member of the committee ? 

Mr. Borneman. Mr. Gordon is a member of the committee. 

Mr. Burns. And you are acquainted with the committee and its 
activities ? 

Mr. Borneman. Yes, I sat in the meetings as proxy for Mr. Gordon 
at times. 

Senator O’Manonry. What was that word you used ? 

Mr. Borneman. As a proxy for Mr. Gordon, acting for him in the 
committee. 

Senator O’Manonry. Was Mr. Gordon a stockholder ¢ 

Mr. Borneman. Well,.the firm held stock—the firm held stock, but 
Mr. Gordon personally, I don’t think—he may have owned some. 

Senator O’Manonery. You used the term “proxy” in the broad 
sense ¢ 

Mr. Borneman. That is right—representative, I should say. That 
is probably a better term. 

Mr. Dean. It comes from the Roman civil law meaning “agent.” 

Senator O’Manonry. I understand that, Mr. Dean. 

Mr. Burns. Have you attended meetings of the committee ? 

Mr. Borneman. Yes. 

Mr. Burns. Outside of actual meetings of the committee, have you 
worked closely with Mr. Currie, the secretary of the committee? 

Mr. Borneman. Yes. 

Mr. Burns. Would you say that you were one of the most active 


persons associated with the committee, although not personally a 
member ? 
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Mr. Borneman. Well, my association with it was rather late. It 
began December 15, 1953. I had no activity in connection with the 
committee previous to that time. 

Mr. Burns. What was that date when you became connected ? 

Mr. Borneman. December 15, when Mr. Gordon became. The com- 
mittee was actually formed a long time before that, as I understand 
it. 

Mr. Burns. Are you familiar with this exhibit No. 1, the letter dated 
July 20, 1955, sent to the stockholders by this stockholders’ committee 
for Puget Sound Power & Light Co.? 

Mr. Borneman. Yes. 

Mr. Burns. Did you see any draft of that letter before it was sent 
out ¢ 

Mr. Borneman. Yes. I saw several of them, a number of them. 

Mr. Burns. You saw a number of them? 

Mr. Borneman. Yes. 

Mr. Burns. When were you first aware that the committee pro- 
posed to send out a letter—such a letter which ultimately resulted in 
the sending of this letter ? 

Mr. Borneman. Well, it was planned to send something out, be- 
cause we brought suit for the purpose of being able to circularize the 
stockholders, that is to say, the committee brought the suit in behalf 
of certain individuals and it was always intended to send something 
out. 

Bear in mind, we were under an order by the court not to send any- 
thing out or engage in any solicitation for a very long period of time, 
during which we had to be very careful not to do anything which 
would be interpreted as a solicitation, during the time that the court 
order was being appealed. 

Mr. Burns. So that throughout the time that this suit was pending, 
it was the intended purpose of the committee, if they obtained this 
stockholders’ list, to send out something to the stockholders? 

Mr. Borneman. That is right. 

Mr. Burns. And what they told the court they intended to use the 
list for was to solicit proxies; is that not right? 

Mr. Borneman. I believe that is true. 

Mr. Burns. But the committee did not solicit proxies after it ob- 
tained the list—it did something else? 

Mr. Borneman. That is right. 

Mr. Burns. And do you know what the reason was why it did not 
solicit proxies, in accordance with the statement of purpose to the 
court as to why it wanted the list? 

Mr. Borneman. Well, much time has gone by and conditions have 
changed a great deal since the time when the suit was filed—entirely 
different set of circumstances. At the time we made the decision, it 
was decided that there was not much chance of dislodging the board, 
the present board, of Puget. It possibly would be inadvisable to do so. 

There was a strong feeling among a large number of members of this 
committee that a compromise settlement could still be made at some 
time. 

Mr. Burns. Was the reason that proxy solicitation was not sent out 
that the members of the committee did not wish to disclose to the 
stockholders that some of them did not own any stock and that some 
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of them were actually financial representatives of Washington Water 
Power? 

Mr. Borneman. I never heard that reason given at all. 

Mr. Burns. There were many discussions, were there not, with 
respect to the form and language of the letter which was to be sent 
to the stockholders? 

Mr. Borneman. Oh, yes. 

Mr. Burns. Were there not discussions with respect to the necessity 
for avoiding any statements which might cause this letter to be con- 
strued as a solicitation of proxies? 

Mr. Borneman. We all agreed that it could not be anything which 
was in the nature of a proxy. We were so advised by counsel. 

Mr. Burns. Were you advised that if it was in the nature of a solici- 
tation of a proxy, it would be necessary to disclose the exact amount 
of stock owned by each member of the committee, and also any contrary 
interests that it might have, such as financial arrangements or previous 
business with Washington Water Power ? 

Mr. Borneman. It might have been mentioned, but it was not a 
controlling factor. We would have been perfectly willing to make 
such disclosure. 

Mr. Burns. Was there not any feeling that if the information being 
sent to stockholders, to endeavor to persuade them that this merger 
was in their interest, disclosed that the persons making these state- 
ments had close affiliations with Washington Water Power, that that 
might cause the letter to lose a great deal of its effectiveness and might 
be disregarded by stockholders? 

Mr. Borneman. I cannot see how it would. The stockholders who 
counted were very large institutional holders, the policies and deci- 
sions for which are in the hands of the analyst, a highly skilled analyst, 
who know as much about utility analysis as we do and who would be 
more interested in the economic phases and earnings projections, the 
estimates of the economies and power supply problem than the other 
matters which might have applied. 

Senator O’Manoney. May I intervene? 

Mr. Burns. Yes. 

Senator O’Manonry. May I ask you, sir, when the change of objec- 
tive was made after the suit had been brought successfully in the 
Massachusetts court to require Puget Sound to give the list of its 
stockholders, so that you could solicit proxies, and the draft of the 
letter of July 20, 1955, in which the objective originally sought for in 
the suit was completely abandoned and you did not ask for proxies— 
when did you change your opinion on that? 

Mr. Borneman. Well, I think that was done some time after we got 
the stockholders’ list. We spent a great deal of pulling and hauling. 

Senator O’Manoney. You said that was on advice of counsel ? 

Mr. Borneman. Well, yes. If we did not wish to engage in a con- 
test to send out any material to be presented at the stockholders’ meet- 
ing, which was to be called, that anything which we did send out could 
not be in the nature of a proxy in any way. 

Senator O’Manoney. Did it occur to you at that time—was this the 
possible reason for the change—that it would be very hazardous to seek 
proxies when so many members of the committee were not themselves 
owners of stock? 
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Mr. BornemMAN. That was not an important factor in any discus- 
sions which I attended. The controlling factor was the fact that the 
Puget board was made up of some very fine gentlemen, what is known 
as a chamber of commerce board, and they are very fine people, and 
some of them are very good friends of members of the committee. 

There was considerable objection on the part of some of the mem- 
bers of the committee of engaging in a proxy battle, which threatened 
to dislodge the directors or cha ange the directors. 

Senator O’Manoney. But you said this was done on the advice of 
counsel. which I assume would be legal advice, rather than advice with 
respect to the social rel: ations between the members of the chamber of 

commerce board and yourselves. 

Mr. BorNEMAN. Senator, I want to make it clear that I do not think 
that a decision not to engage in any proxy battle was more or less a 
policy decision, as was th: at which was given to us by counsel, and 
when after the decision had been made not to engage in the proxy 
battle, as had originally been planned when the suit was filed, then 
when we reached that decision we were advised anything that we did 
send out, we had to be sure that it did not violate any regulations of the 
SEC. It could not be a proxy or solicitation. 

Senator O’Manoney. Do you not see, sir, that the letter which you 
sent out, which was dated July 20 
Mr. Be RNEMAN. That is right. 

Senator O’Manoney (continuing). Was followed by the decision 
of the SEC ? 

Mr. Borneman. That is right. 

Senator O’Manonry. And after the SEC had communicated its 
decision by way of a telephone conversation between Mr. Woodside 
and Mr. Currie, Mr. Currie wrote a letter to Mr. Woodside in which 
he vigorously—and I would say very competently—argued that this 
was not a violation of the proxy regulation because you were not 
asking for proxies, and yet you testified in response to a question of 
Mr. Burns that long before this letter of July 20 was written, on 
advice of counsel you decided not to ask for proxies. 

What was the advice of counsel ? 

Mr. Borneman. I will have to clarify that. The advice of counsel 
was that we could not send out anything which could be in the nature 
of a solicitation. 

Senator O’Manonery. How could counsel advise you of that—— 

Mr. Borneman. We had a draft 

Senator O’Manoney (continuing). If he afterward argued that 
this letter did not by any stretch of ‘the im: ugination violate ‘the proxy 
regulation ? 

Mr. Borneman. We had a draft of that letter. 

Senator O’Manonry. How many drafts did you have? 

Mr. Borneman. Well, we had, I should say, I imagine 8 or 10— 
writing them all of the time. 

Senator O” Manoney. Did you write any of them? 

Mr. Borneman. I wrote one of them; yes. 

Senator O’Manoney. Did you ask for proxies in your draft? 

Mr. Borneman. In my draft—I think I did—not ask for proxies— 
it Was an mo eee of interest as we had it termed. 

Senator O’Manoney. Very well. 
























































1970 STUDY OF THE ANTITRUST LAWS 


Mr. Burns. You did actively participate in the discussion of the 
various drafts which preceded the final letter of July 20? 

Mr. Borneman. Yes. 

Mr. Burns. Who else beside yourself participated in the drafting 
of the letter? 

Mr. Borneman. First, the first draft was prepared by—the first 
proposed letter to be sent out was prepared by Mr. Currie. Then I 
took a hand at writing a draft of the letter, proposed draft. And I 
think Mr. Schlosser, of Blyth & Co., took a hand at writing what he 
thought of to go out. And then I believe that there was a chap there 
from Shearson, Hammill & Co.—I believe it was—who thought—who 
had some ideas, and he wrote a draft. And then we finally got toa 
point where we were pretty much undecided as to just how the thing 
should be worded. So we turned it over—we employed a public 
relations firm to take all of the drafts and to whip them into shape and 
put it together and submit it to us. 

Mr. Burns. Who was hired? 

Mr. Borneman. It was the firm of Albert Frank—— 

Mr. Burns. Louder. 

Mr. Borneman. Albert Frank, Gunther-Law; they are a financial 
advertising firm and public relations counsel, consultants. 

Senator O’Manonry. Everybody is using an extreme monotone at 
the moment. Is the name Frank? 

Mr. Borneman. It is Albert Frank, Gunther-Law. 

Br. Burns. What function did this public relations firm have? Did 
it supply any information, or did it simply take information which 
was presented to it and attempted to dress it up, such as an advertis- 
ing agency would, to make it in more attractive form for presentation ? 

Mr. Borneman. The latter. 

Mr. Burns. Was there any engineering advice sought with respect 
to any of the technical facts which are included in the letter? 

Mr. Borneman. Yes. 

Mr. Burns. Whose advice was sought on that? 

Mr. Borneman. Why, I thought there ought to be something in it 
about the power supply situation, and I asked Bill Gilman if he would 
give me some information. 

Mr. Burns. Bill Gilman? 

Mr. Borneman. William C. Gilman—William C. Gilman is our 
engineering consultant, and he supplied me with the copy of the 
engineer’s committee—the engineer committee reports to the Gov- 
ernor. It is in there somewhere, the power committee—it is in there— 
it is quoted in there. 

Mr. Burns. It is referred to as the Pacific Northwest Governor’s 
Policy Committee Report, dated June 1, 1955, and there is a quota- 
tion. 

Mr. Borneman. That is right. 

Mr. Burns. Mr. Gilman supplied that? 

Mr. Borneman. That is right. 

Mr. Burns. Did he supply any of the other information which is 
contained in it? 

Mr. BorneMaAn. May I see it? 

Mr. Burns. Yes. 

Mr. Borneman. I might refresh my memory. I think that is all 
he supplied. 
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Mr. Burns. Now, Mr. Gilman had previously been employed by and 
had represented Washington Water Power, had he not? 

Mr. Borneman. That is right, to my knowledge. 

Mr. Burns. So you were relying on technical information supplied 
by an engineer who had pr eviously received compensation from Wash- 
ington Water Power for services rendered to it? 

Mr. Borneman. That is right. 

Mr. Burns. Did you receive any other engineering or technical 
advice with respect to the letter ? 

Mr. Borneman. Not that I know of. I will look at it. 

Mr. Burns. Was any information sought or received from Ebasco 
Services? 

Mr. Borneman. No. 

Mr. Burns. Ebasco regularly renders engineering services to Wash- 
ington Water Power, does it not? 

Mr. BorneMaNn. It seems so; yes. 

Mr. Burns. You know it, do you not? 

Mr. Borneman. I have been so informed. I believe they do. 

Senator O’Manoney. Mr. Burns, may I interrupt you? 

Mr. Burns. Yes. 

Senator O’Manoney. I want to go back to the previous subject be- 
fore you proceed with this new one. May I call your attention, Mr. 
Borneman, to the first page of this letter of July 20? 

Mr. BorneMANn. Yes. 

Senator O’Manoney. You see, there is a heading in capital letters 
above the paragraph which begins “The committee believes there are 
four compelling reasons for a merger of Puget with Water Power.’ 

I am prompted to ask this question by your testimony, that the 
final draft was prepared by public relations experts. 

Mr. BorneMan. Sure. 

Senator O’Manoney. This sentence, this heading to which I refer, 
reads as follows: 


Why your committee continues to work for a merger. 


Was that word “your” suggested by any member of the committee or 
was that just one of these delightful uses of language that you see so 
often upon television or listen to on the radio when the commercial 
is being given ? 

Mr. Borneman. Well, you will always find that these public rela- 
tions people will try to put material on a personal basis as much as 
possible. They like to put the you in it. 

Senator O’Manoney. Is it not clear from the testimony thus far 
given that this stockholders committee was really a committee of the 
investment bankers and not a committee of the stockholders? 

Mr. Borneman. Well, it is clear that most of the members of the 
committee are in the investment banking business. That is cer- 
tainly true. 

Senator O’Manoney. Thank you. 

Mr. Burns. Did you discuss the drafting of this letter, or any part 
of it, or obtain any information for it from Mr. William Parrott, who 
isa representative of Ebasco Services? 

Mr. Borneman. I got no information. I did submit it to Mr. 
Robinson. He saw it. He saw a copy of it. It may have been that 
Mr. Parrott saw it. Ido not know. 
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Mr. Burns. Did you personally submit it to Mr. Robinson ? 

Mr. Borneman. I showed him a copy of it; yes, sir. 

Mr. Burns. Was that by mail or in person ? 

Mr. Borneman. Well, it may have been in person. 

Mr. Burns. It may have been in person ? 

Mr. Borneman. Yes. 

Mr. Burns. Was it in New York? 

Mr. Borneman. Yes, I think he was there. 

Mr. Burns. Did Mr. Robinson come to New York after the court 
entered the judgment granting the use of the stockholders’ list and 
then consult with you and other members of the committee about steps 
to be taken to further this merger ? 

Mr. Borneman. He came to New York and I talked with him. And 
I am very certain that it is possible that other members of the com- 
mittee talked with him and discussed with him—told him what we 
were going to do—we were trying to find out under what sort of con- 
ditions he might make an offer—another offer. 

Mr. Burns. Did you find out ? 

Mr. Borneman. Yes. 

Mr. Burns. On the basis of that you were able to state to the stock- 
holders, according to this request—this letter which you sent out—that 
if you received the enclosed cards, your committee can go to Washing- 
ton management and obtain a new offer? 

Mr. Borneman. That is right. 

Mr. Burns. And you had very good reason to believe you could do 
that, because you had discussed it with Mr. Robinson? 

Mr. Borneman. Mr. Robinson made public statements to the effect, 
and statements to us at the same time, very consistently, that the next 
time he went to church he hoped that the bride would stay there, that 
he wanted to be sure that if he ever went—— 

Senator O’Manoney. What sort of a church was that that you are 
talking about ? 

Mr. Borneman. The bride went out the side door. That was 
the reason for trying to find out whether a stockholder still had any 
interest in the merger, going to find out whether really so much time 
had passed, wanted to find out if there was any genuine interest on the 
part of the stockholders for the merger. 

Senator O’Manonery. You are not by any chance talking about a 
shotgun wedding, are you? 

Mr. Borneman. That is not very satisfactory, I do not think. 

Mr. Burns. You say Mr. Robinson did talk to other members of the 
committee. When you talked to him were you alone? 

Mr. Borneman. Well, no, not entirely. Many times we had lunch 
together—lots of times, oftentimes when Mr. Robinson came to town, 
Al Gordon and Robinson and I would have lunch, or Bill Gilman and 
Robinson and myself would have lunch or Bill Gilman and occasion- 
ally Bill Parrott would be with us and have lunch. 

Mr. Burns. And on those occasions you discussed the merger? 

Mr. BorneMAn. We discussed all the problems that affected Wash- 
ington Water Power Co.—most of the problems. 

Mr. Burns. Can you tell us, though, whether after the court issued 
this order, I believe in June of this year, that Mr. Robinson met with 
other members of the committee besides yourself at which you were 
present ? 
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Mr. Borneman. I can’t testify to that, because I don’t know. 
Mr. Burns. Besides yourself, at which you were present. I mean 


you mentioned Mr. Parrott. 


Mr. Borneman. I don’t know of any other members except Mr. 
Gordon. 

Mr. Burns. You do not recall any meeting at which Mr. Currie was 
present when Mr. Robinson was there? 

Mr. Borneman. I don’t recall any. 

Mr. Burns. Did you discuss with Mr. Robinson the form of the 
letter that your committee was contemplating sending out? 

Mr. Borneman. Yes, I told him what we were planning to do. 

Mr. Burns. Were the discussions as to whether you would solicit 
proxies or simply send out a form of letter which requested an expres- 
sion of interest, as you have put it? 

Mr. Borneman. Well, we told him that we had planned to send out 
some sort of a card or some material by which we would attempt to 
find out whether the stockholders were really—continued to have any 
interest in the merger. Mind you, this thing has run on now for 2 or 3 
years. <A lot of conditions have changed. 

Mr. Burns. You personally have hada long and continuing interest 
in promoting this merger, have you not ? 

Mr. Borneman. That is right. 

Mr. Burns. Did you at one time state that you had been the prime 
mover in endeavoring to have this merger consummated ? 

Mr. BorneMan. Oh, I wouldn’t—I don’t claim that honor. I just 
had—probably I just happened to be placed in the position where I 
was—had the greatest responsibility in working out the merger agree- 
ment, that is, the last merger agreement, as such was given the respon- 
sibility of doing the work—a lot of the work that was entailed in 
setting the merger agreement up. And since I have been the con- 
tact man in the merger negotiations for the firm, I naturally was the 
person that was asked to do—to become most active in keeping the 
gal from running out the side door of the church. 

Senator O’Manoney. In that sense, you were the prime mover ? 

Mr. Borneman. Pardon? 

Senator O’Manoney. In that sense, you were the prime mover? 

Mr. Borneman. In that sense I had a great deal to do with it, yes. 
1 wouldn’t say I was the prime mover. When you are talking about 
prime mover, you mean the motor in the caterpillar tractor. I was not 
the motor. 

Senator O’Manonry. Who was? 

Mr. Borneman. I should say that it was—it was the group—a num- 
ber of people—quite a number of people who were interested in it— 
no one. 

Senator O’Manoney. You were associated with this thing from the 
beginning—were you not? 

Mr. Borneman. Not the very beginning, no. I had nothing to do 
with it. I came into it about January 20 of 1953. 

Senator O’Manoney. How did you happen to come in? 

Mr. Borneman. Well, as the result—the second merger proposal— 
that was after the second merger proposal was made and it was 
found to have had. some very serious tax deficiencies—deficiencies 
from the tax point of view. I was called in and said, “Please go down 
to see Sullivan & Cromwell and straighten out this tax mess.” 
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Senator O’Manoney. By whom were you called in? 

Mr. Borneman. Mr. Gordon. 

Senator O’Manoney. Well, then, would it be appropriate to say 
that Mr. Gordon was the prime mover ? 

Mr. Borneman. I wouldn’t say so. 

Senator O’Manoney. Would it be appropriate to say that Kidder, 
Peabody & Co. was the prime mover? 

Mr. Borneman. I don’t believe so. 

Senator O’Manoney. How was the thing generated in the first 
place? 

Mr. Borneman. The thing was generated in the first place as the 
result of conditions which existed in the Northwest. 

Senator O’Manonery. Somebody must have pointed it out. 

Mr. Borneman. Yes. Well, I can give you some idea, I think, as to 
how it was generated. When the stock of Washington Water Power 
was divested and distributed by American Power & Light Co., it came 
on the market. 

Senator O’Manonry. When it was divested by—— 

Mr. Borneman. By American Power & Light. 

Senator O’Manonry. By American Power & Light? 

Mr. Borneman. It came on the market and the stock immediatel 
went up and it sold up around $25—$24, $25 a share. It hada book 
value of around $18.60 a share. At the same time it was proposed 
to sell Puget to the public utility districts at a price which was below 
the value, the book value, which was around $24 a share—some- 
where around there. And I think the then suggested price was some- 
where around $22. It was first $18 and $22 or $23. And then later 
$27. 

Some of the stockholders said, “Well, this stock ought to at least 
get book value for it or better than book value. Washington is selling 
higher than book value—than Puget is selling.” 

I dont know—the people who originally started the committee prob- 
ably can answer you better than that—better than I—they know that 
better than I do. 

Senator O’Manonry. When was the committee started ? 

Mr. BorneMANn. December 1952. 

Senator O’Manonry. Then are we to understand from you that 
when you came in, the committee had already been established ? 

Mr. Borneman. That is right. 

Senator O’Manoney. Did you ever discover how it came to be 
organized ? 

Mr. Borneman. Well, I heard the discussion of it—just a discus- 
sion. My understanding—I may be wrong—of how it happened to 
come into being, that is, there were people who owned the stock and 
people on the west coast who vigorously opposed the sale of—the con- 
demnation—the acquisition by condemnation of the existing power 
plants by the public utility districts, and that these people became 
active in opposing the sale, too, and as a result of which filed the suit, 
the latter part of 1952. 

Senator O’Manoney. Filed which suit? 

Mr. Borneman. I think there was a suit to enjoin the sale of the 
properties to the public utility districts. 

Senator O’Manoneyr. Who filed that suit? 
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Mr. Borneman. Two members of the committee. I am not in- 
formed. 

Senator O’Manoney. In other words, two members of this commit- 
tee ¢ 

Mr. Borneman. The original committee. 

Senator O’Manoney. Two members of the original committee, filed 
suits to prevent the acquisition of Puget by the public utility districts 
set up by the laws of the State of Washington ? 

Mr. Borneman. That is right. 

Senator O’Manoney. The purpose of that, I take it, was to prevent 
the State program from being carried out and to force—if I may 
use the word—from Mr. Webster’s letter—to force a merger of the 
private utilities which would take over the work which, under the 
State law, might have been handled by the public utility districts? 

Mr. Borneman. | do not know that, whether or not that was con- 
nected with the original first merger—I can’t say that. 

Senator O’Manonry. Was not that the real purpose of the merger? 

Mr. Borneman. The purpose of the merger to block the sale—I 
don’t think so. 

Senator O’Mauonery. Is not blocking the sale a step in the merger— 
if the sale to the public utility districts had been accomplished, then 
there could have been no merger—so the promoters of the measure, as 
you have just now testified, went into court to prevent the public 
utility districts from getting the plant? 

Mr. Dean. May I correct one statement ? 

Senator O’Manoney. Just a minute, Mr. Dean. 

Mr. Dean. I wanted to ask if I could. It is just a question of fact. 
‘Lhe suit was not to enjoin the sale to the public utility districts; the 
uit was to enjoin the holding of the stockholders’ meeting. There 
was no suit to enjoin the sale to the public utility districts. 

Senator O’Manonry. That is not what the witness was saying. I 
can only believe what the witness says. His counsel now says that he 
does not give the accurate testimony ¢ 

Mr. Borneman. This period in here—I am not, as I said, not very 
familiar with—just what I know about it—you are asking about; I 
try to give you the best answer I can. 

Senator O’Manonry. I think that is all right; I appreciate that. 

Mr. Borneman. I think that others are better able to testify, because 
1 do not know. 

Senator O’Manonry. We will get to them. 

Mr. Burns. Did you ever talk with Mr. McLaughlin about the 
merger ¢ 

Mr. Borneman. Oh, yes. 

Mr. Burns. Was that on more than one occasion ? 

Mr. BorneMAN. Yes; on a number of occasions. 

Mr. Burns. Did you talk to him about the merger before your firm 
became members of the stockholders committee ? 

Mr. Borneman. Yes. 

Mr. Burns. That would have been during the year 1953? 

Mr. Borneman. Yes. 

Mr. Burns. And during that time Puget did agree to the merger and 
actually signed an agreement ? 
Mr. Borneman. That is right. 
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Mr. Burns. And then subsequent to the decision by Puget not to 
extend either the agreement with the utility districts or with Wash- 
ington Water Power, you had further conversations with Mr. Mc- 
Laughlin about the merger ? 

Mr. Borneman. No. After the merger agreement expired, I had 
no more conversations with Mr. McLaughlin. 

Mr. Burns. Did you communicate with him by letter? 

Mr. Borneman. I did. 

Mr. Burns. May I have marked as “Exhibit No. 15” a 3-page docu- 
ment, being a copy of a letter, from Alfred EK. Borneman to Frank 
McLaughlin, dated January 5, 1954? 

I would like to read that. 

(The document referred to was marked as “Exhibit No, 15,” and 
will be found in the files of the committee.) 

Mr. Burns. I believe the correct date is 1955. I will show that to 
Mr. Borneman. 

Can you tell us whether the correct date should be 1955 4 

Mr. Borneman. The correct date should be 1955. 

Mr. Burns. Do you recall that as the copy of the letter which you 
sent to Mr. McLaughlin? 

Mr. Borneman. Yes. 

Mr. Burns. I would like to read part of this, in order to ask you 
some questions about it. It starts this way: 

As you know, the hearings before the supreme court of Massachusetts have 
been completed and a decision upon the appeal of the stockholders committee 
is expected any day in the near future. The committee’s ccunsel advises that 
the chances are 3 to 1 that the order entered by the lower court will be 
sustained. 

I believe that the list will show a great concentration of stock in the hands of 
people who will share the views of the stockholders committee. The committee 
has retained an independent engineering firm to study and report on the engi- 
neering and economic merits of a merger of Puget Sound and Washington Water. 
This report has been completed and is definitely in favor of a merger. In my 
opinion, the members of the committee are committed to go ahead with their 
program to replace the board of Puget as a preliminary step to the negotiation 
of a new merger proposal which they believe to be in the interest of the Puget 
stockholders. 

What did you mean by that, that the members were committed to 
replace the board of P uget Q 

Mr. Borneman. They “said they were going to do it. And most of 
them, during the meetings that we had in which we had discussed the 
various methods of bringing about the merger, seemed to—most of 
the ig. sl agreed that an attempt to replace the board would be the 
easiest way of doing it, because it could be done in a regular stock- 
holders’ me Mrviee and would be necessary to have a simple ‘majority of 
the stock voted at that meeting—require probably around a million 
shares—whereas, if you made a ‘direct offer, it had to get about 85 per- 
cent in—not to make it a nontaxable exchange, and just seemed sensi- 
ble at that time that you would choose the method which would require 
the smallest number of votes to go ahead with it. 

Mr. Burns, Was this a suggestion to Mr. McLaughlin that it would 
be desirable for him to come to some terms with Washington Water 
Power, otherwise he and his board of directors would be thrown out? 

Mr. Borneman. Well, we always were hoping for some sort of a 
compromise. I don’t think anybody had any sort of a stomach for a 
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contest, because it was something that we didn’t know anything 
about. We don’t engage in proxy contests. It is against the policy of 
the firm, ordinarily, to do this sort of thing. 

And we have never since, I think, the New Haven reorganization— 

I don’t think we have ever gotten into anything of this type. So 
Br none of us were very familiar with it.’ We had no stomach for 
any kind of a contest. We are always hoping for some sort of a 
compromise. 

Mr. Burns. Did you feel that you were compelled as a matter of 
business to proceed to put this merger across, if you possibly could, 
in order to retain the good will of Washington Water Power and 
participate in its financings in the future? 

Mr. Borneman. That _ one factor. I think that was a con- 
tributing factor, but again, I don’t think it was a controlling factor. 

Mr. Burns. W as another factor that Washington Water Power 
had close relationships with EBASCO Services, and that you desired 
also to be on good terms with EBASCO and its parent company, 
Electric Bond & Share Co., for whatever benefit might be derived 
from helping Washington Water Power, and thus enable you to get 
business from other utility companies they represent 

Mr. Borneman. I am sure that that is not a factor which was domi- 
nating or a reason for going ahead with it. I don’t think we would 

lave ever gone into a proxy contest for those reasons. 

Mr. Burns. Was this letter of January 5, 1955, a sort of last ditch 
effort to arrive at a compromise before you went ahead and put up a 
slate of officers to replace McLaughlin and the present board ¢ 

Mr. Borneman. This was my own brainstorm. I did that on my 
own, because it just seemed to me that it was the last opportunity 
to let Frank know that the door was still open, if he wanted to sit 
down and work out something, without going into all of this other 
rigmarole; that it was still possible to do so, with the only hope that 
something could be worked along those lines. We re: lly felt—and 
we always have felt—that the best thing—I have felt that the best 
thing—for him personally, was for him and the stockholders—for the 
company and the stockholders to do it. 

Mr. Burns. Had you already taken steps to obtain names for a 
board ? directors which would replace McLaughlin and the present 
board, if they did not go along with the suggestion for a com- 
vieialan settlement ? 

Mr. Borneman. I collected some names of people who might be 
considered candidates. We never approached any of them. And as 
time went on and the idea seemed to be less attractive to us- 

Mr. Burns. Mr. Chairman, may I have marked as exhibit No. 16 
a letter—a copy of a letter dated July 30, 1954, from Mr. Borneman to 
Reno Odlin. 

Senator O’Manoney. It may be marked. 

(The document referred to was marked “Exhibit No. 16,” and will 
be found in the files of the committee.) 

Mr. Burns. May I—— 

Senator Dewitt. Could I intrude for just a minute ? 

Mr. Burns. Yes. 

Senator Dirksen. I note that Mr. Gilman’s name appears generally 
in the testimony from time to time. I have just been examining the 











1978 STUDY OF THE ANTITRUST LAWS 

letter that is included on about page 3 of this brochure, gotten out by 
your company, Kidder, Peabody & Co., with respect to Washington 
Power Co., and Mr. Gilman says here: 

Shortly before distribution we prepared a study for you of Washington Water 
Power, dated March 21, 1952. 

Mr. BorneMan. Yes. 

Senator Dirksen. In the paragraph above that he says: 

About 21% years ago, on August 2, 1952, all of the common stock of Washington 
Water Power then owned directly by American Power & Light Co.— 
so I take it that when Mr. Gilman made this first engineering survey 
in March of 1952, actually he was making that for the American 
Power & Light Co., was he not ? 

Mr. Borneman. No; he was making it for Kidder, Peabody & Co., 
but—— 

Senator Dirksen. Washington Water was only a subsidiary of 
American ? 

Mr. Borneman. That is right. No Washington Power on the mar- 
ket at that time, and the American Power & Light Co. was under an 
order to divest itself of Washington Water Power Co. The only way 
one could buy an interest in Washington Water Power at that time 
was to acquire American Power & Light. 

Senator Dirksen. The only reason I raise it, I never want to see 
any kind of a reflection upon a very reputable firm, if any such imphi- 
‘ation should ever arise. 

I would take it from this that prior to this, he had some familiarity 
with this Washington Water Power Co. ? 

Mr. Borneman. Yes. 

Senator Dirksen. And that if you are going to get an engineer, 
you would certainly get someone who had some familiarity ? 

Mr. Borneman. Mr. Gilman was very familiar with all of the engi- 
neering power problems in the northwest utilities. 

Senator Dirksen. Yes. 

Now, a moment ago you mentioned institutional investors in the 
stock. I have just been going through this court record here a little; 
that is, in Puget stock, and I do not know who you mean by this— 
of course, this is not a whole list of stockholders—these are only the 
stockholders who are involved in the bill in equity, but I see, for in- 
stance, something like United Corp., 10,000 shares. What other insti- 
tutional investors did you have in mind that were holding Puget stock ? 

Mr. Borneman. Well, George Putnam Fund, in Boston, as a matter 
of public record, had 16,000 shares. 

Senator Dirksen. What kind of a fund is that? 

Mr. Borneman. That is a mutual fund. There are insurance com- 
panies that own it, and I think the Fidelity Fund. The Axe Houghton 
Fund, I think, has 16,000 shares. They are distributed pretty widely 
abroad, too. Investment trusts in England hold shares. So that quite 
a number of fiduciaries own the shares. 

Senator Dirksen. I have only one other question. I think from 
all the testimony thus far it is quite apparent that some of you people 
believe that this merger is a good thing, and you stated why. 

Mr. Borneman. Yes. 
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Senator Dirksen. Going back to this court record for a moment, 
1 see there was an offer by the 6 utility districts to buy Puget Sound 
Power & Light for a base price of $89,490,000. 

Mr. Borneman. That is right. I think that is correct. 

Senator Dirksen. Of course, those things just don’t come out of a 
clear sky. Somebody has to do a little promoting on that side. I 
don’t see how you would get six public utility districts together to 
make an offer unless somebody went into that end of it a little bit in 
order to develop a merger. Who was doing the merging on that side? 

Mr. Borneman. The fiscal agent who apparently put those deals 
together, and on this particular deal a group was formed to sell the 
bonds that would be required to pay for that property in an amount 
considerably in excess of that sum mentioned. 

Senator Dirksen. You mean in excess of this $89,490,000? 

Mr. BorneMaN. That is right. 

Senator Dirxsen. Did you have familiarity with that activity? 
This records says: 

On the 10th day of September 1952, six PU districts, so-called, organized 
under the laws of the State of Washington, made an offer to Puget Sound in 
this amount of $89,490,000. 

Mr. Borneman, Yes, I was familiar with it to the extent that I 
read it in the newspapers and read Moody’s bond description pro- 
posing the terms of the proposed sale and the amount of fiscal agent’s 
fee to be paid. 

Senator Dirksen. Fiscal agent ? 

Mr. Borneman. Yes; fiscal agent’s fee. 

Senator Dirksen. I wish you would elaborate a little on that. 

Mr. Borneman. In most of these situations, those who do the spade- 
work, putting them together, are paid a fee for it. 

Senator Dirksen. You mean there has to be a spademan to bring 
these utility districts together in order to work out an arrangement of 
this kind ? 

Mr. Borneman. Somebody has to do it. I would say in this par- 
ticular case I don’t know who did it, but a fiscal agent was to receive a 
fee, and according to the newspapers’ reports and the reports I saw of 
the description of the issue published by Moody’s. 

Senator Dirksen. Of course, we are dealing in specifics. You are 
here. That is specific. We can ask you anything we want, and make 
it a little uncomfortable for you, if we desire, by a little harassment. 
If you say there is a fiscal agent on the other side, that leaves me up 
in the air. Iam looking for a little information. I would like to see 
how these things work out. Was this a bond house that was doing it ? 

Mr. Borneman. I believe certain bond houses were concerned with 
the sale of the bonds in order to buy these properties. It finally got 
to a point where they had to raise in excess of $115 million to buy the 
property because the baby kept growing all the time. 

So each time they came back, they had to hike the price. The price 
the last time I saw it, the total amount of financing that had to be 
done, was over $100 million. It was over $100 million. 

Senator Dirksen. Out of this, so far I have to conclude about like 
this: When the bond houses move to underwrite, they get a fee, maybe 
a standard fee. I don’t know. If there is this kind of a merger that 
takes place, there is a fee also. Somebody gets a fee, whoever it is. 
67272—56—pt. 5——_6 
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Mr. Borneman. We had hoped to earn a fee in connection with our 
activities as financial advisers in connection with the merger. We 
worked like the devil on it. 

Senator Dirksen. | hope that that can be developed a little, Mr. 
Chairman, to see what the rest of that picture is. You cannot testify 
as to that. 

Mr. Borneman. As tothe fiscal agent for the PUD’s? 

Senator Dirksen. You mentioned that a while ago. You said in 
respect to my question: How do you get six public utility districts 
together to make an offer to merge and take over Puget Sound, you 
said a fiscal agent had to come in. , 

Frankly, I didn’t know there was a fiscal agent involved. If there is, 
I would like to know now who he is. 

Mr. Borneman. I have been informed that a gentleman by the name 
of Mr. Guy Myers put these together, and he was responsible for 
putting together the sale of the property that was formerly a part 
of Nebraska Power Co., and I believe he was active in negotiating the 
purchase of certain property of Puget Sound prior to this overall 
participation. 

Senator Drrxsen. I have a curiosity as to these things when in the 
court record it says that six public utility districts made an offer, and 
you say there has to be a fiscal agent. I tried to find out who the 
fiscal agent it. Now you say it is a fellow by the name of Guy Myers, 
whom I wouldn’t know from Adam. I wouldn’t know who he is or 
where he lives. Yousay the fiscal agent gets a fee. 

Mr. Borneman. Usually 1 percent. 

Senator DrrKsen. One percent of 89 million would be 890,000. 

Mr. Borneman. That is right. 

Senator Dir«sen. Is there anything more you want to say about it ? 
I am not disposed to run on with this, but I want to see this whole 
story. 

Mr. Borneman. In addition to those fiscal agents’ fees, there is sim- 
ilar opportunity for profit which has to do with the bond discounts; 
that is, the difference between the price at which the bonds are sold 
and the price that it is actually paid over to people who sell the 
property. 

Senator Dirksen. That isa wholly hypothetical question. Let’s as- 
sume that this proposed merger of the six PUD’s and Puget Sound 
had been consummated, whoever the agent was, whether it was Guy 
Myers or anybody else, in the normal practice and in the normal pro- 
ceeding, and your field of endeavor, carrying on this underwriting 
business, would he or somebody else then have gotten a fee of, say, 
$890,000, or 1 percent, if that had been consummated ? 

Mr. Borneman. Yes. I will say this. In our business, since we are 
under the control of the SEC, no such fee could ever have been col- 
lected because the size of the fee is under the jurisdiction of the SEC. 

Senator Dirksen. Wouldn’t a fiscal agent’s fee be under the juris- 
diction of SEC? 

Mr. Borneman. In connection with the fiscal agent ? 

Senator Drrxsen. Yes. 

Mr. Borneman. It is not under the jurisdiction of the Federal Power 
Commission or the Securities and Exchange Commission, or anybody 


else. 
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Senator Dmxksen. They can do this without reference to these regu- 
latory agencies. 

Mr. Borneman. That is right. Their rates are not regulated. 
They are not required to engage in arm’s-length bargaining. 

So far as I know, there is no one that checks t up on them, exc ept the 
people who elect the Commissioners from time to time. 

Senator Dirksen. Do you know this Mr. Myers ¢ 

Mr. Borneman. No. The head of our municipal department 
knows him. I don’t know him. 

Senator Dirksen. All right. 

Senator O’Manonry. May the Chairman make this remark. I 
don’t know of anybody who was raising any question about the in- 
validity of fees to be charged for fiscal operations. I recognize the 
fact that one member of this committee—the Chairman—and I am 
sure the other members of the committee, would agree that investment 
houses are, of course, entitled to charge for their services in the sale 
of securities. ‘There is no question about that at all. 

I also feel that when a State of the Federal Union passes a law 
authorizing the creation of public utility districts, and sets down the 
terms and conditions under which such districts may be set up, that 
that is a function of State law which I have never heard any Member 
of Congress dispute. 

Not only is it true that the State of Washington had such a law, 
but the State of Nebraska had such a law. The present Under Secre- 
tary of the Department of the Interior, Mr. Clarence Davis, if I am 
correctly informed, was associated with these public utility districts 
in Nebraska. 

Other States in the West have authorized the creation of public 
utility districts, and many people who have criticized what they have 
called the expansion of Federal power might have seen in the creatio. 
of public utility districts some sort of an ‘antidote for Federal power. 

The preference law which Congress enacted in the Federal Control 
Act of 1944 and which was previously enacted in the Reclamation Act 
also in a different form provided that local municipalities and similar 
organizations should have a preference right to purchase and use the 
power generated by Federal power projects. 

What we have here—this I think has been clearly developed by the 
testimony of the present witness—is a reference to the fact that Wash- 
ington Water Power was divested by American Power & Light. 

In other words, under the Federal Public Utility Holding Com- 
pany Act of 1935, American Power & Light was required to divest 
itself of this particular company because it was the feeling of Congress 
at that time that there had been too great a concentration of the control 
of the private power companies in a few hands, distant from the 
scenes where the operation took place. 

What we are studying here today is an effort to bring this same 
company which the American Power & Light had to set free into 
another merger. It is plain that the let tters here are full of refer- 
ences to various other mergers which are being sought to be developed, 

and Mr. Webster’s letter had the clear declaration that some ‘body was 
trying to force the issue of a merger. 

So far as I am concerned, the problem before this committee is to 
determine what, if any, legislation may be required to prevent 
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monopolistic mergers in rebuilding a utility empire which was cut 
down about 13 years ago because of the evils connected with this great 
concentration of power. 

That is the simple question, as I see it, that is before this committee. 

Senator Drrxsen. Mr. Chairman, I am quite familiar with that. 
As a matter of fact, I voted for the Holding Company Act in the 
House of Representatives when it came up in 1934, I believe, and I 
followed it off and on ever since. But this is rather an interesting pat- 
tern. I am just seeking information from time to time. I was sort 
of nursing the idea that these public utility districts out in the West, 
for which we have nothing comparable in the Middle West, with the 
possible exception of Nebraska, somehow get all these things done, 
without any fee, or without the intervention of some fiscal agent. 

Senator O’Manonry. I am sure that was an assumption that had no 
basis. I think many of these financial companies as investment houses 
in New York would be very willing to eset the underwriting of 
the bonds for public utility districts, and get the fee. 

Senator Dirksen. But, Mr. Chairman, I have an idea there are a lot 
of naive stockholders in this country, and I am a very modest stock- 
holder, to say the least, and I haven’t got a dollar’s worth of utilities 
stock, but some of them think that all of these things drop from the 
sky like Phoenix, fullblown from the brow of Athene, without the 
necessity for a fiscal agent or a fee. 

I think maybe those things ought to be made available to the stock- 
holders also as we go along. I think it would be a great idea to 
have Mr. Myers come here now that his name has been mentioned and 
quiz him a little about some of these things. It would be rather inter- 
esting, and it would round out this record. 

I only want to make one other observation. I would be the last 
to quarrel with the authority of these public utility districts under 
the law to do this. I am quite sure they must have authority to 
do this under the Washington statute. 

I see a reference here in the brief that in fact they went to the legis- 
lature to get some additional] legislation, as I recall. 

Mr. Burns. That is correct. 

Senator Dirksen. I found here, or in this brief, or some place in 
your documents, that the Public Utilities Commission of the State 
of Washington did approve this proposed merger between Washing- 
ton Water and Puget Sound, or am I mistaken ? 

Mr. Burns. That is correct. 

Senator Dirksen. So that was the duly constituted body of the 
sovereign State of Washington, that notwithstanding everything that 
has been said, they said this merger was all right. 

Senator O’Manoney. I can only say that at the previous hearing 
of this committee, we had the testimony of Judge Barnes with respect 
to mergers in a different field, and he told us of certain mergers which 
he opposed and which the Department of Justice opposed. Certain 
other mergers were approved. I remember a merger in the steel 
industry, desired by Bethlehem Steel, which the Department of Justice 
declined to approve. 
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The merger in that case, and the merger in the other cases, were 
judged to be good or bad, not by any specific law, but by the opinion 
of the Attorney General with respect to the applic: ition of the anti- 
trust laws, and that is why we are here, to determine what sort of 
rule or regulation Congress should establish, if any, to govern these 
mergers. 

Senator Dirksen. I would give appropriate weight, I think, to a 
decision by a State ‘regulatory body in which it approves a merger, 
because it could only do it, it seems to me, on the ground that it was 
in the common interest, and certainly it does have the benefit of the 
advice of the Attorney General of that Commonwealth. 

If their rule is the same as the rule we follow in Illinois, the At- 
torney General is the chief legal officer of the State, and is necessarily 
available to counsel any one of the State agencies. 

So it is a point to be kept in mind, I think. I would have to assume 
that the Washington Public Utilities Commission must have gone into 
the matter thoroughly to determine whether or not it is in the public 
interest, and it certainly couldn’t have approved it unless that pro- 
posed merger which was finally unconsummated was in the public 
interest. 

Mr. Burns. I might ask Mr. Borneman: Was there any expecta- 
tion that Kidder, Peabody & Co. would share in any fees if this 
merger agreement was consummated ? 

Mr. Borneman. We hope to get a fee and we expect to get a fee if 
we earn it, but the merger never went through, so we never collected 
a fee. 

Mr. Burns. So there was a financial gain to Kidder, Peabody that 
they were interested in obtaining as a result of any merger which was 
entirely a part from any possible benefit to Puget stockholders. 

Mr. Borneman. That is right. We undertook certain expenses. 
We had to pay a very fine law firm for advice, and we had a number 
of-—— 

Mr. O’Manoney. Certainly that isn’t an expense when you get a 
a good law firm. 

Mr. Borneman. And there were quite a number of other expenses. 
You know what it means to put together a merger. It is much like 
putting together a crossword puzzle on the fantail of a ship in a 
hurricane, with somebody throwing rocks at you. 

Mr. Burns. How much of a fee did you expect your firm would 
obtain if this was consummated ? 

Mr. Borneman. We kicked around some figures. The figure we 
talked about was $100,000. There was never any agreement to pay 
that amount. That was the figure we talked about, hoped to get. 

Mr. Burns. I previously marked as “Exhibit No. 16” a copy of a 
letter from you to Mr. Reno Odlin, dated July 30. Do you have a 
copy of that? 

Mr. Borneman. Yes; I have that. 
Mr. Burns. Did you send such a letter to Mr. Odlin ? 
Mr. Borneman. Yes; I did. 











1984 STUDY OF THE ANTITRUST LAWS 


Mr. Burns. Was this a slate of proposed directors for Puget Sound 
which you had prepared ? 

Mr. Borneman. This was a list of candidates. 

Senator O’Manonery. You didn’t mean Puget Sound, you meant for 
the merger ? 

Mr. Borneman. This is Puget Sound. 

Mr. Burns. When you said ‘they were candidates, had they applied 
to you to become directors of this company in the event that you suc- 
ceeded in winning the lawsuit and getting the stockholders list? 

Mr. Borneman. We never talked to them. 

Mr. Burns. Were they candidates proposed by you for the board ? 

Mr. borneman. They were people we would have talked with if we 
ever got to the point where we wanted to elect a new board of directors. 

Mr. Burns. How did you obtain their names ? 

Mr. Borneman. These were suggested by individuals in the area. 
They mentioned them as leading people who were leading businessmen 
in the service area, service area of Pt iget. 

The present board is made up of people who live in Seattle mainly, 
and Seattle no longer is served by Puget. 

Mr. Burns. Do you know whether any of these persons whose names 
are on this letter owned any stock in Puget at the time that you pro- 
posed them as directors? 

Mr. Borneman. No. This was just a preliminary list. We wrote 
down everybody we could think of whom it might be good to have on 
the board. 

Senator O’Manonry. Will you state whether you had previously 
discussed it with Mr. Odlin ? 

Mr. BorneMan. Yes. 

Senator O’Manoney. So it was not new to him? 

Mr. Borneman. No. 

Senator O’Manonry. I notice his name is not on the list, but in the 
paragraph below the list you say: 

Of course, in my judgment, the man to head this list is the gentleman to whom 
this letter is addressed. 

He was your candidate for the president of the new board of direc- 
tors to replac e Mr. McLaughlin and his board of directors? 

Mr. Borneman. Right. “We had to have somebody who was promi- 
nent. We had to have » somebody who was a leader. 

Senator O’Manoney. There had been previous discussions with 
Mr. Odlin with respect to who the new board of directors would be, 
and you sent him this list with the request that he have somebody in 
his office jot down some information about these people. I note that 
you put an asterisk beside some of the names, indicating that in your 
opinion those were the people who were best choices. 

Mr. Borneman. That is right. 

Senator O’M. ae y. Did this originate with you ? 

Mr. Borneman. I didn’t know any of these people at all. This list 
was suggested by Mr. Odlin and Blyth & Co.’s vice president, Maxwell. 

Senator O’MAHoney. My understanding of your response to Mr. 
Burns was when you prepared this list you 1 didn’t know whether these 
gentlemen were stockholders of Puget. 

Mr. Borneman. That is right. This was just a list of people we 
might approach if the time came we needed to approach somebody. 
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We never contacted them and we had no idea. They might not like it 
if we asked them. We had no idea whether they wanted to go along. 

Remember, we didn’t know when the am was going to hand this 
stockholders’ list to us, and we thought we had to be ready to do some- 
thing when, as, and if they h: inded it to us. We would have to act 
very fast. 

Senator O’Manonery. Would I be far from the fact if I were to 
suggest that these men were picked as window dressing in the for- 
mation of the new company so they would do what was wanted by the 
promoters of the new merger ? 

Mr. Borneman. They were prominent people who are accustomed 
to managing the affairs of a corporation in the best interest of the 
stoc kholders, and they have a good reputation, the same as the present 
board. They have a very fine board. 

Senator Dirksen. Mr. Borneman has me all at sea here. Either 
[ am getting a little educ ation, or otherwise, I may be a little obtuse. 
You testified a moment ago in response to Mr. Burns’ question when 
he asked what kind of a fee would you get for this merger, you said 
you had been kicking around, I think, the record would show, such a 
sum as $100,000. 

Is that a fee for putting two companies together complete and iron- 
ing out all the little details and making them go as one integrated 
company ¢ 

Mr. Borneman. That is right. When you gentlemen down here 
have passed a lot of laws, and the 48 St: ates each have codes which 
affect corporations which propose to merge, and there is a separate 
statute, practically, for every State as it affects mergers, the rights 
of stockholders, the rights of dissenting stockholders, and there are 
many taxes to be considered, and it is a very complex operation to 
put two big companies tegether, it requires a great deal of time. 

Senator Dirksen. But here is the thing that bewilders me—— 

Mr. Borneman. The amount of the fee, of course—excuse me. Am 
[ answering your question ? 

Senator Dirksen. I will give you the 364,000 question in my mind. 
You say you will put these 2 toge ‘ther for $100,000. A little while ago 
[ was inquiring about the fiscal agent’s fee, and you said normally it 
is 1 percent; 1 percent of $89 million plus is $890,000. How do you 
put two companies together for $100,000 and turn around and put 
6 public utility districts and Puget together for $890,000? 

Senator O’Manoney. May I answer “the question ? 

Senafor Dirksen. Yes. 

Senator O’Manonry. Look at the letterhead and you will see that 
the letterhead of the stockholders committee is composed of invest- 
ment companies, each of whom will have 2 fee, no doubt, if the merger 
goes through, since they are promoting it. You also have before you 
a memorandum of Mr. Stewart S. Hawes, dated October 8, 1952, per- 
taining to his conversation with Mr. Kinsey Robinson, and he said 
in this memorandum: 


I haven’t got too much out of this, except that I did get a pretty firm reply— 
from his conversation with Mr. Robinson— 


that he would certainly see to it that we were part of any underwriting of this 
kind that went on, and that he had told Joe King— 
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who was with Union Securities Corp., another firm that went on the 
stockholders committee— 


if this were ever done there were a great many people who had to be in on it. 


So $100,000 doesn’t begin to represent what the fee would be, the 
total fee of all these investment companies who will be promoting 
this matter, or selling the securities. 

Senator Dixsren. Mr. Chairman, you just add to my confusion. 

Senator O’Manoney. Or you are getting a liberal education. 

Senator Dixsen. I assumed that Mr. Borneman was testifying 
about something in the nature of an administrative fee that did not 
involve underwriting. 

Mr. BorneMAn. That is right. 

Senator Dirksen. What would the 6 PUD’s use for money to con- 
summate this deal, and who would underwrite that? I would assume 
there would have to be some bonds and somebody would have to put 
them on the market and people would have to do some clerical work 
and some bookkeeping. I am a sort of novice in that field. You 
have to tell me what this is about. 

Mr. Borneman. There would be two means of compensation in a 
matter of this kind or both kinds. We expected to receive a fee for 
services as financial adviser in connection with the merger. That 
would be one. 

Senator Dirxsen. This is the $100,000 you are talking about? 

Mr. Borneman. Yes. That would be only to Kidder, Peabody. 
All the expenses would have to be approved by the SEC. It has to 
go in the S-1. We were advised we would have to say in there how 
much we would have to get. 

So we were trying to determine that. That all has to be supposed, 
because we are dealing with the registered utility, and it comes under 
the Holding Company Act. But there are no such regulations what- 
soever In connection with the financing of the PUD’s. 

When a utility company, where there happens to be a commission in 
the State that has control over the financing, has such an operation, 
that commission must also give its permission, approval of the terms 
of the financing, but in the sale of PUD bonds there is no regulatory 
body that I know of that is consulted or who has any jurisdiction over 
the sale of the securities and the terms of the sale of the securities. 

Senator Dirksen. Would your observation with respect to SEC 
hold in the case of a PUD, even when these properties would move into 
Montana or Oregon or Idaho, or does it apply only when it is an intra- 
state proposition ? 

Mr. Dean. The Securities and Exchange Commission has no control 
over municipalities. 

Senator Dirksen. So we come under the municipalities? 

Mr. Dean. A municipality can issue securities without registration 
under the Securities Act of 1933, or the Public Utilities Act of 1935, 
and the Securities and Exchange Commission has no jurisdiction 
whatsoever. 

In fact, the Washington Public Service Commission has no control 
over the rates charged by public utility districts. 
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Senator Dirxsen. This is getting to be an interesting record. 

Mr. Burns. You are aware that after this letter of July 20, 1955, 
was sent out by the stockholders, the SEC threatened an injunction 
suit unless the stockholders were notified to disregard it? 

Mr. Borneman. Yes, I was notified by Mr. Currie about that. 

Mr. Burns. And that subsequently another letter was sent out dated 
August 5, 1955, by the stockholders committee to the stockholders? 

Mr. Borneman. That is right. 

Mr. Burns. Did you see that before it went out ? 

Mr. Borneman. No, I didn’t see the second letter. I was out of 
town at the time that letter went out. I didn’t see that letter before 
it went out. 

Mr. Burns. Was there any conversation among members of the 
committee as to whether they would continue their activities in the 
furtherance of this merger ? 

Mr. Borneman. At no meeting I have attended do I remember any 
conversation to the effect that we would either discontinue the com- 
mittee’s activities or continue them. 

Mr. Burns. So it is still in existence at the present time? 

Mr. Borneman. Yes. The results of the committee’s activities have 
been very salutary from the point of view of the stockholders. The 
horse with a bur under its tail has made a little more speed than it 
would otherwise. 

Senator O’Manoney. Off the record. 

(Discussion off the record.) 

Senator O’Manoney. We will take a recess for 10 minutes now and 
assemble at 10 minutes after 4. 

(Short recess.) 

Senator Q’Manoney. Mr. Burns, you may proceed. 

Mr. Burns. Mr. Currie, have you lies sworn ? 


TESTIMONY OF FRANCIS CURRIE, SECRETARY, STOCKHOLDERS 
COMMITTEE FOR PUGET SOUND POWER & LIGHT CO., NEW YORK, 
N. Y. 


Mr. Curr. Yes. 

Mr. Burns. What is your profession, Mr. Currie? 

Mr. Currie. I am a lawyer. 

Mr. Burns. What is the name of your firm ? 

Mr. Currie. Burns, Currie, Rich, Maloney & Rice. 

Mr. Burns. It has changed since 

Mr. Currie. Since the 1st of March. 

Mr. Burns. What is the address of the firm ? 

Mr. Currie. 40 Wall Street. 

Mr. Burns. Are you the Francis Currie whose name appears on 
exhibit 1, the stockholders committee for Puget Sound Power & Light 
Co. letter of July 20, 1955? 

Mr. Currie. I am. 
Mr. Burns. Does your firm also have a related firm in Boston? 








19SS STUDY OF THE ANTITRUST LAWS 


Mr. Curriz. Yes. They are 2 separate partnerships, but we have 
2 common partners. The 2 firms have 2 common partners. 

Mr. Burns. Mr. Burns is in both firms? 

Mr. Curriz. In Boston it is called Burns, Blake & Rich. 

Mr. Burns. You are not a member of the Boston firm ? 

Mr. Currie. I am not a member of the Boston firm. 

Mr. Burns. Now, has your firm ever represented Electric Bond & 
Share Co, ? 

Mr. Currie. I believe we have. I personally have not. I believe 
we have had some minor matters for Electric Bond & Share. We are 
not their regular lawyers. 

Mr. Burns. How long have you been with your firm ? 

Mr. Curr. Eighteen years. 

Mr. Burns. Has your firm represented Ebasco Services, Inc.? 

Mr. Currie. Not that I know of. I am quite certain we have not. 

Mr. Burns. You do not recall any specific matters in which your 
firm has represented Electric Bond & Share! 

Mr. Currie. I recall that Judge Burns did some work for Electric 
sond & Share. I believe it concerned their problems of simplifica- 
tion of structure under the Holding Company Act before the SEC. I 
did not handle it, so I couldn’t tell you specifically what it was. 

Mr. Burns. Has your firm ever represented in any way Washing- 
ton Water Power Co. ? 

Mr. Currin. No. 

Mr. Burns. Now, can you recall when you became secretary of this 
stockholders committee ¢ 

Mr. Currie. It was in December of 1952. 

Mr. Burns. And will you state under what circumstances you be- 
came secretary of the committee ? 

Mr. Currie. My partner, Judge Burns, told me that the Boston 
firm had recently had some stockholder litigation, that they had 
brought an action in the Massachusetts courts on behalf of two stock- 
holders of the Puget Sound Power & Light Co., who had endeavored 
to enjoin a stockholders meeting until such time as, I understand it, 
a merger proposal could be presented for the stockholders’ approval 
simultaneously with a proposal for the sale to PUD’s That action 
was not successful because, while they had obtained a temporary 
restraining order, they had failed to obtain a preliminary injunction, 
with the result that the stockholders’ meeting had been held, so a 
permanent injunction was academic. 

The two stockholders who had brought that action were interested 
in securing the support of other stockholders of the same mind, and 
I thought it more likely that they might be found around New York 
than around Boston and conceived the idea of publishing an advertise- 
ment in the Wall Street Journal in an effort to find other similar 
stockholders. 

That was the origin of the stockholders committee. 

Mr. Burns. And what you have just related was what Judge Burns 
told you about their work ? 

Mr. Currie. I related what he told me, but thereafter I met the 
stockholders and it was confirmed by them. 

Mr. Burns. Who were the two plaintiffs? 

Mr. Curriz. John S. Tilney and William J. Collins. 
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Mr. Burns. And did you learn how either of them happened to en- 
gage the Boston law firm of Judge Burns? 

Mr. Currie. I don’t know. I assume because he was a well-known 
lawyer who had been General Counsel for the SEC. Mr. Tilney, 
while no longer practicing as a lawyer himself, is actually a lawyer 
and would have his own methods of picking a lawyer 

Mr. Burns. And did you talk with Tilne “y or ¢ ‘ollins at that time? 

Mr. Currie. I talked with Tilney and I believe I talked with Col- 
lins. Mr. Collins sort of went through town rather briefly on his 
way back from Boston to the west coast. He lives in Portland, Oreg. 
I believe [ met him and talked with him at that time. I know I met 
and talked with Mr. Tilney. 

Mr. Burns. And did you prepare the advertisement which was pub- 
lished at that time, I believe you said in the Wall Street Journal? 

Mr. Currie. I think I did. I am not quite certain of that, but I am 
quite sure of that. Iam sure I submitted it to them for comment, but 
| think I drafted it in the first instance. 

Mr. Burns. What conversations do you recall having with Mr. 
‘Tilney as to how a selection of members for a stockholders commit- 
tee was to be made? 

Mr. Currie. I don’t think we had any. The idea was to determine 
what response we would get from the advertisement, and probably on 
the basis of the response he would decide on his future course. That 
was late in December, or sometime in December. 

Right after the first of the year I went away on a trip and didn’t 
return for about 3 or 4 weeks. So I am not familiar with what 
happened in that brief period. 

It. was at that time that Mr. Marks and Mr. Hovey joined the com- 
mittee, while I was out of the country. 

Mr. Burns. Who else acted on behalf of the committee besides your- 
self and Mr. Tilney and Mr. Collins? In other words, who did 
Ilovey and an speak to in order to join the committee? 

Mr. Currts. I don’t know that they spoke to anyone. I assume 
they spoke to those two. They may have spoken to Judge Burns in 
my absence. I think he had one meeting while I was out of the coun- 
try, but that is all. 

Mr. Burns. Can you recall how you found out that Marks and 
Ifovey had joined the committee in your absence? 

Mr. Currie. I came back from Guatemala and was told. 

Mr. Burns. Do you recall by whom? 

Mr. Currin. No; I think I read their names signed to another ad- 
vertisement in the Wall Street Journal. I think that was the way. 

Mr. Burns. Do you recall who prepared the advertisement to which 
their names were signed / 

Mr. Currie. Could I see it? It might refresh my recollection. 

Mr. Burns. May we have marked as exhibit 17 a document which 
consists of a photostat, with what appears to be 2 adv ertisements from 
& newspaper, on 1 of which is written December 8, 1952, and upon the 
other of which is written January 28, 1953. 

Do you recall these advertisements as being the ones that were had 
and inserted in the Wall Street Journal on behalf of this committee? 

Mr. Currie. Yes; I do. 

(The document referred to was marked “Exhibit No. 17,” and will be 
found i in the files of the committee. ) 
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Senator O’Manonry. You mean the stockholders committee ? 

Mr. Burns. Yes. 

Mr. Currie. I drafted the first one. I did not draft the second one. 

Senator O’Manonry. You mean the December 8, by the “first one”? 

Mr. Currie. Yes. 

I think Judge Burns must have done the second one, because I was 
out of the countr y: 

Mr. Burns. What was the purpose and intent of the formulation 
of the stockholders committee at that time, in December 1952 and 
January 1953 

Mr. Curr. The advertisements explain it. These people believed 
that a merger would be advantageous and wanted to enlist the interest 
and enthusiasm of Puget stockholders in favor of it. 

Mr. Burns. Your firm was engaged as counsel for the stockholders 
committee. That appears on December 8. 

Mr. Currie. Yes. 

Mr. Burns. What financial arrangements were made by Mr. Tilney 
and Mr. Collins to pay for the services ? 

Mr. Currie. I didn’t make any with them. They looked like very 
reputable people to me. 

Mr. Burns. Did your firm advance the expense of the advertise- 
ments ? 

Mr. Currtr. Yes; we paid them as a disbursement. 

Mr. Burns. Do you recall when it was your firm first received any 
compensation for work done on behalf of the committee ? 

Mr. Currie. Yes. It was in the fall of 1953. 

Mr. Burns. And do you recall whether the firm received any com- 
pensation for its services in the suit that was brought in Boston for 
an injunction, apart from any payment for its services as counsel to 
the committee ? 

Mr. Curr. The Boston firm rendered bills separately from our 
firm. ‘They rendered bills, and the bills have been paid. It is their 
own problem. I assume the services have been taken care of. 

Mr. Burns. This representation by the New York firm was for the 
committee and not for services? 

Mr. Curriz. We were separately paid. 

Senator O’Manoney. Just a minute. I understand from your an- 
swers, Mr. Currie, that the expense of the Boston suit, brought by 
Tilney & Collins, were separate and distinct from the expenses of the 
committee ? 

Mr. Currre. Any legal fees that were payable to the Boston firm, 
they billed for. 

Senator O’Manonry. That is all right. 

Mr. Currtm. Any legal fees payable to our firm, we billed for. The 
Boston firm sends in a bill, which reads “For legal services to date.” 
It wasn’t itemized. I assume it covers services to date. 

Senator O’Manonery. You didn’t get the point of my question. I 
am not interested in the items. I am trying to determine whether or 
not the stockholders committee paid for the Boston Services, as well 
as the services rendered by the New York firm. 

Mr. Currie. Yes, the stockholders committee paid them all. 

Senator O’Manoney. That came out of the $24,000 which it was 
previously testified here was collected or distributed ? 
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Mr. Currie. It is more than $24,000. That was only the first col- 
lection. 

Senator O’Manoney. What was the collection ? 

Mr. Currte. I would have to look it up. 

Senator O’Manoney. That is easy. 

Mr. Currie. The total payments to date were $53,000. 

Senator O’Manonery. Thank you. 

Did they come from substantially the same people ? 

Mr. Currie. They came in various amounts. They came from mem- 
bers of the committee exclusively, but they came in various amounts. 

Mr. Burns. Were you reading that from a statement of receipts and 
disbursements of the stockholders committee which you prepared at 
the request of the subcommittee staff ? 

Mr. Currig. No; I am reading this from a photostat of our client’s 
ledger in our firm book. 

Mr. Burns. Do you have a photostat which we may have, or is that 
an original ? 

Mr. Currie. This is a photostat of our client’s ledger. I don’t like 
to give up a client’s ledger as an exhibit because I believe it is privi- 
leged. I will be happy to read anything off it for you. I put some 
items in pencil on here to bring it up to date when the hearing was 
delayedaday. Iam reluctant to make this an exhibit. 

Senator O’ManoneEy. Suppose we ask you to give the information? 

Mr. Currie. Thank you. 

Mr. Burns. We didn’t ask for anything from this law firm in con- 
nection with its clients. We asked for the reverse. We asked him as 
secretary of the committee. 

Mr. Currte. I had noseparate books as secretary. 

Mr. Burns. You mean, the only record of the receipts and disburse- 
ments of the stockholders committee appear in the regular records of 
your law firm ? 

Mr. Currtr. That is right 

Senator O’MaHoney. So you were in a sense secretary-treasurer of 
this committee, for your firm ? 

Mr. Currie. That is correct. We kept the account in the client’s 
account. It wasn’t put in our own funds. 

Senator O’Manoney. I understand. 

Mr. Burns. May I ask the witness, instead of taking time to read 
those entries, to prepare a statement which would only show the re- 
ceipts of the stockholders committee from whatever records he has, 
and the disbursements by the stockholders committee to whomever 
they were disbursed, which I don’t think involves the question of 
attorney-client relationship. 

Mr. Currtr. I am agreeable to do that. Every time a stenographer 
worked overtime or a messenger took a taxi, and all that sort of stuff? 

Senator O’Manoney. Not to those details. 

Mr. Currie. I can give you in a general way almost all the money 
that was paid out for legal services and for mailing services. I can 
give it to you in the round right now. 

Mr. Burns. Will you give it in the round? 

Mr. Curr. All right. Do you want dates? 

Mr. Burns. Dates would be useful. 
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Mr. Currtr. May 12, 1954, $7,500 was paid to our firm for legal 
services. May 14, 1954, $5,000 was paid to the Boston firm for legal 
services. July 19, 1954, $600 was paid to our firm for legal services. 

Mr. Burns. Is Mt ay 12, 1954, the first date on which any payment 
was made to either the New York or the Boston firm for legal services? 

Mr. Currie. For fees. We had been taking expenses, advances, 
and everything like that out of it as they ran along. but that was the 
first time we sent them a bill. 

Mr. Burns. Do you have the total amount of receipts from each of 
the members of the stockholders committee. 

Mr. Currie. No; I would have to break it down. I can get it for 
you. 

Mr. Burns. I suggest he prepare that later on. 

Senator O’Manonry. Suppose you prepare that and furnish it for 
the record. 

Mr. Curr. All right. 

Do you want these other payments now ¢ 

Mr. Burns. I would prefer to have you put them on a list and pre- 
pare a statement, and you can submit it to the committee for inclusion 
in the record at a later time. 

I show you a document which has been marked as “Exhibit 8,” being 
2 memorandum dated January 20, 1954, from Frederick L. Miller to 
Messrs. Lieb and Schlosser. This purports to show the allocation of 
relative contributions by members of the committee for expenses. 

Who determined the allocation of expenses among the members of 
the committee 4 

Mr. Currie. I guess the members of the committee themselves. I 
did not. 

I may say that this exhibit 8 represents only a proposed allocation. 
That is not the basis on which the payments were made to me. 

Mr. Burns. Well, do you know 

Mr. Currie. There are variances. In fact, I didn’t receive $24,000 
at that time. I received $22,250. 

Mr. Burns. Do you recall whether at that time vou received $5,000 
from Kidder, Peabody ? 

Mr. Currin. Yes. 

Mr. Burns. Did you receive $5,000 from Blyth / 

Mr. Currm. Yes. 

Mr. Burns. And a similar amount from White, Weld? 

Mr. Currie. Yes. 

But on this exhibit 8 it only says three. 

Mr. Burns. Do you know why White, Weld contributed five? 

Mr. Currte. I have no idea. 

Mr. Burns. You don’t know why they did? 

Mr. Currir. No. 

Mr. Burns. Did you have any discussions with Mr. Borneman with 
respect to the allocation of 

Mr. Currtr. No, I did not, other than to say we needed money. 

Senator O’Manonry. Wasn’t this allocation a matter of committee 
business ¢ 

Mr. Currier. No. I will tell you. You may say it was a matter 
of committee business, but if so, 1t was committee business in which I 
did not take part, since all of it was being paid to my firm and my 
affiliated Boston firm. 
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Senator O’Manonry. You were the secretary of the stockholders 
committee ? 

Mr. Currie. Yes. 

Senator O’Manoney. The stockholders committee undertook to 

ollect sums of money ? 

Mr. Currie. Yes. 

Senator O’Manonry. I assume that there must have been some 
formal action by the committee. 

Mr. Currre. No, there was no formal action, sir. 

Senator O’Manonery. It was wholly informal ? 

Mr. Currie. Wholly informal. 

Senator O’Maunonry. No action was taken at any meeting where 
you acted as secretary ? 

Mr. Currie. No action was taken. 

Senator O’Manonry. How many meetings of this committee were 
there ? 

Mr. Currie. It is hard to say. I compiled a record of the ones 
for that other litigation, and you may find the best recollection I had 

t the time in that record. There were a few meetings in the spring 
of 1953. Then, when they got together on the merger, there were no 
meetings at all for 6 months or more. Then, when the decision of the 
W ashington Public Service Commission was announced in October, 
they hs id meetings, wired the management of Puget Sound congratu- 
lating them and saying they would like to help in any way they could, 

nd so on. 

Then when the management of Puget Sound announced they were 
not going to go through with the merger, they had many, many more 
meetings, and lots of discussion of what was to be done. 

Senator O’Manoney. Were any minutes kept? 

Mr. Currte. No minutes were kept. 

Senator O’Manonry. What were your duties as Soe 

Mr. Currm. They were never prescribed in any formal w 

Senator O’Manoney. Would I be justified, then, in inferri rine * that 
your title as secretary was rather nominal than "actual ; you were 
attorney rather than secretary ? 

Mr. Currie. That may betrue. Yes, I also was the central clearing 
house for any information or anything of the sort. 

Senator O’Manonry. Would I be far from the truth if I were to 
suggest that most of the business of the committee was carried on 
by “telephone? 

Mr. Currie. Almost all of it. 

Senator O’Manoney. Almost all of it? 

Mr. Currie. Yes. 

Senator O’Manonry. There was no formal meeting place? 

Mr. Currte. I don’t know what you mean by formal meeting. There 
were a number of meetings, but the meetings would be free give and 
take of discussion. 

Senator O’Manoney. Where would they be held? 

Mr. Currie. Always in my office. I don’t know of any that were 
held out of my office. 

Senator O’Manoney. You didn’t attend any meeting that was not 
in your office ? 

Mr. Currie. One luncheon meeting. 
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Senator O’Mauonry. Who called the meeting ¢ 

Mr. Currie. Usually Mr. Marks would call me and say, “I think 
we ought to have a meeting. Would you please call it?” I would 
have my secretary call the people in New York who were able to 
come. 

Senator O’Manonry. Who defined the plan of action for the com- 
mittee / 

Mr. Currie. Such action as was taken was derived as a result of 
give and take in these committee meetings, and I was told to do it. 

Senator O’Manoney. No records were kept, so there is no record 
of the attendance at any meetings. The testimony by Mr. Hovey 
this morning indicated that the number of persons present was some- 
what a matter of uncertainty, as far as he was concerned, at the meet- 
ing where this letter was adopted. He testified that people were 
there who were not members of the committee, but he didn’t remember 
their names. 

Mr. Currie. While the committee was still small, I used to note the 
names in my professional diary, such as you would note any confer- 
ences and the people who were there. After the meeting grew larger, 
so it became burdensome to take it all down, I instructed my secre- 
tary to call the roll, as it were, as people came in. She kept it faith- 
fully until it became increasingly difficult to do, since they sent so 
many substitutes, and she didn’t know the names of them as they 
came in. 

Senator O’Manonery. So there were substitutes named from the 
various firms? 

Mr. Currie. Yes. 

Senator O’Manonery. So this committee was primarily a commit- 
tee of investment firms and their representatives and substitutes who 
acted for the men whose names were on the letterhead? 

Mr. Currie. The men whose names were on the letterhead were 
primarily responsible; but if they couldn’t come, they would send a 
representative. 

Senator O’Manoney. I think that is clear. 

Mr. Burns. Could you tell from your records, without taking too 
much time, the dates on which Mr. Tilney or Mr. Collins made any 
contributions? Do you have it set up so you can state that? 

Mr. Currtme. Yes. Mr. Tilney contributed $250 on November 13, 
1953. Mr. Collins contributed $250 on the same date. These dates, 
incidentally, are the dates when the deposit was made in our account, 
which may be somewhat later than their records would show. 

Mr. Burns. Did they make any other contributions? 

Mr. Currie. They made no other contributions, 

Mr. Burns. Do you know whether they were requested to make 
contributions at the time these brokerage and financial houses were 
requested to make contributions? 

Mr. Currie. I don’t know. 

Mr. Burns. Who assumed responsibility for making the allocation 
or requesting the contributions of expenses from the members of the 
committee ¢ 

Mr. Currie. Well, I really can’t say that of my own knowledge. 
I discussed the matter with Mr. Marks, and I think it is a reason- 
able guess that the allocation was probably made by Mr. Marks, plus 
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the big contributors. If the big contributors didn’t agree to the allo- 
cation, it didn’t work. 

Mr. Burns. The date of that exhibit 8 is February 20, 1954, is it 
not ¢ 

Mr. Currte. No; January 20. 

Mr. Burns. January 20, 1954. Does that indicate that you had 
requested Borneman to arrange for contributions from members of 
the committee ¢ 

Mr. Currie. I may have spoken to him. I wasn’t particularly 
careful about which one I spoke to. Just about that time we were 
embarking on litigation in Massachusetts which gave every indica- 
tion of being protracted, and it certainly proved to be. It was just 
obvious that I should warn these people that this was going to be 
expensive, and they should be prepared to make contributions. 

Mr. Burns. And were Tilney and Collins parties to that litigation 
to which this had reference? 

Mr. Currie. They are not in alphabetical order, which makes it 
hard, 

Mr. Burns. Don’t you have any recollection of whether they were 
parties ? 

Mr. Currie. Collins and Tilney were; yes. 

Mr. Burns. Wouldn’t it have been appropriate for them to make 
contributions if they were the originators of the suit, and also the 
originators of the stockholders’ committee ¢ 

Mr. Currie. It might have been. On the other hand, they both 
belonged to very small firms. 

Mr. Collins’ business is a sole proprietorship. Mr. Tilney belongs 
to a firm which, I understand, is quite a small firm. Obviously their 
interests, both personal and in a business way, was infinitely less 
than that of the larger firms which had hundreds or even thousands 
of customers. 

Mr. Burns. During the course of that litigation which originally 
started with some 82 plaintiffs, I underst: ind that all except Mr. 
Hanrahan either withdrew or, in the case of Mr. Murphy, was dis- 
missed, so there was only one left at the conclusion. 

Mr. Currte. You used the word “withdrawal.” 

Mr. Burns. Would you express it in whatever words you think are 
more descriptive ? 

Mr. Currie. We made a motion to dismiss as to certain parties. 

Mr. Burns. That was made by the petitioners themselves ? 

Mr. Currie. It was made by the attorneys for the petitioners. 

Mr. Burns. That is what I mean. 

Mr. Currie. To dismiss as to them. The purpose of that was to 
eliminate the necessity of taking depositions and answering interroga- 
tories on the part of 80 petitioners, which would have delayed the 
suit even longer than the year and a half it was delayed. Murphy 
sold his stock while the case was pending on appeal. We didn’t even 
know that. 

Mr. Burns. Did Mr. Hanrahan continue to hold his stock? 

Mr. Currie. Yes, as far as I know. 

Mr. Burns. Did any problem come up about Mr. Hanrahan desir- 
ing to sell his stock while this suit was pending ? 
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Mr. Currie. Yes. He said the stock had gone up a lot, and he 
Was going on an extended trip and he didn’t want to hold it any 
longer, and we asked him to hold it. 

Mr. Burns. Did you have to offer him any inducements so he would 
hold the stock ? 

Mr. Currre. Yes. I don’t have the letter. You probably have it 
in front of you. We wrote a letter saying if he did hold it, we would 
give him, in effect, a put on the stock to the committee at the then 
market price. 

Mr. Burns. May we have offered in the record as exhibit 18 a letter 
dated February 4, 1955, from Francis Currie to Paul B. Hanrahan. 

(The document referred to was marked “Exhibit 18” and is to be 
found in the files of the subcommittee. ) 

Mr. Burns. I ask you if that is the letter which you sent to Mr. 
Hanrahan ? 

Mr. Currie. It is a copy of a letter. 

Mr. Burns. Does it bear your signature ? 

Mr. Currie. It is a rubber stamped signature. I recognize that. 
My signature would have been on the original. 

Mr. Burns. Would you read that please, for the record ? 

Mr. Currie (reading) : 

DEAR Mr. HANRAHAN: The committee has been advised of your desire to dis- 
pose of 550 shares of Puget Sound common at the present market price of 3414. 

The committee is most anxious that you retain your ownership of this stock, 
at least until the final outcome of the litigation now pending in the Massachu- 
setts court in which you are a petitioner and the company is a respondent. As 
you know the supreme judicial court has had this matter under advisement 
for some time, and we expect a decision any day. 

In consideration of your continuing to hold this stock in your name until this 
litigation is finally determined, or until the stockholders’ lists have been fur- 
nished pursuant to the final decree therein, whichever is later the committee 
agrees that, upon your request at any time within 30 days thereafter, your 550 
shares common will be purchased from you at 34%. 

Mr. Burns. Now, did you have a little more difficulty keeping Mr. 
Hanrahan in the lawsuit at a later time? 

Mr. Currie. It-wasn’t difficulty. After the case had been decided 
in Massachusetts, Mr. Hanrahan thought that it was all over, and he 
was free to sell his stock, which by that time had appreciated a bit. 
I pointe .d out that it would not serve our purposes if he did, because 
under the terms of the decree we were entitled to three different stock- 
holders’ lists, including one as late as September 25, I believe—Sep- 
tember 20. 

So he said he was going to Europe and he wouldn’t be in a position 
to watch the market or anything of the sort, could he have a similar 
assurance as to the then market price, which we gave him. 

Senator O’Manonry. What was the date of that letter ? 

Mr. Currie. This was February 4, 1955. 

Mr. Burns. I would like to have marked as exhibit 19 for the record, 
a letter dated May 5, 1955, from Mr. Currie to Mr. Hanrahan. 

(The document referred to was marked “Exhibit 19” and will be 
found in the files of the committee. ) 

Mr. Currie. The case was decided in Massachusetts on May 3 and 
I suppose received some publicity in the Massachusetts papers and 
Mr. Hanrahan read it and called me up. 
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Mr. Burns. Is this a copy of a letter which you sent to Mr. Hanra- 
han on May 5 similar to the one in February and again offering to 
protect him against loss, a lowering of the market price if he would 
continue to allow his name to be used in this suit ? 

Mr. Currie. Well, I think the letter speaks for itself and this char- 
acterization of allowing his name to be used in the suit does not ap pear. 
It is substantially similar to the earlier letter exc - the date is May 5 
and the price referred to in it is 37 instead of 3414 

Mr. Burns. This copy may not have been—— 

Mr. Currte. They are both academic. The market price is above 
that. Itis all over now. 

Mr. Burns. Do you notice some handwriting on that? 

Mr. Currie. Yes; I have never seen that before. 

Mr. Burns. This copy is not from your file but from another file 


and what appears in handwriting is “5—-9-55. 


Hanrahan again wanted out, so Currie asked our agreement to guarantee him 
a price as we had before. I O. K.’d. 

Marked “Fred.” Do you know whether that was Fred Miller, of 
Blyth & Co. ? 

Mr. Currie. I don’t know anything about it. 

Mr. Burns. Did you ask anyone to guarantee Hanrahan a price as 
you had before ? 

Mr. Currie. I called Mr. Marks and I suppose Mr. Marks connected 
\ se: the principal contributors to the committee who would have to 
bear any financial loss that might be involved. 

Mr. Burns. Does it appear from this that Mr. Hanrahan, although 
a member of the stockholders’ committee, did not have interests similar 
to other members of the committee such as Kidder-Peabody, Blyth, 
White, Weld, et cetera, was perfectly willing to sell his stock and take 
his profit and let his interest in Puget Sound terminate at that point ¢ 

Mr. Currie. He certainly w anted his profit. In that sense I woula 
say he was perhaps less concerned about the welfare of his customers 
than some of the other committee members. 

Mr. Burns. Was he an investment banker who might have an oppor- 
tunity to participate in any financing which would result from a 
merger ¢ 

Mr. Currie. I don’t know the answer to that. It is my under- 
standing that he is an investment dealer. He would not participate 
in any financing as an underwriter but he could very well be a member 
of the dealer group. Some of these bankers could tell you what is his 
exact status. 

Senator O’Manonry. Did he make any contributions to the funds? 

Mr. Currie. I think he paid $250. Everybody paid at least $250. 
There is an item here—January 29, 1954. 

Senator O’Manoney. How much? 

Mr. Currie. $250. 

Mr. Burns. Is Mr. Hanrahan still a member of the committee? 

Mr. Currie. He is still a member of the committee, so far as I know. 

Mr. Burns. Does he still own the stock or have the committee mem- 
bers bought the stock ? 

Mr. Currre. The committee members have not bought it for him. 
! assume he still has it. As put in that letter, it would be good until 
October 20. The market price is about that price now. 
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Mr. Burns. I believe that the final decree of the court permitted aa 
the committee to obtain the stockholders’ list of Puget Sound about P 
June 9, 1955. Is that about the date? 

Mr. Currie. I don’t have that with me. I have the record. You In 


have given me a copy of the record on appeal which of course does not 

have the final decree entered after the appeal was affirmed. 
Mr. Burns. Was it in June? a 
Mr. Currir. Yes. The decision of the Massachusetts Supreme 

Judicial Court was announced on May 3. I believe you, Senator, or 


Senator Dirksen, asked whether there was an opinion. There was ; wi 
a very lengthy and excellent opinion. It was printed subsequently , 61S 
in the New York Law Journal and I gave a copy to Mr. Mecartney ; ow 
when he came to my office. di 
That opinion was announced on May 3 and I don’t know, I think [7 
counsel had a little difficulty on getting together on fixing a time | be 
because the terms were perfectly simple. It was early in June; yes. an 
Mr. Burns. After the list was made available, were any discussions co! 


had with Mr. Kinsey Robinson by members of the committee ? 
Mr. Currie. Mr. Borneman just testified to them a little while ago. 





I was not present at any such discussions. We tried—I can’t remem- | mis 
ber the circumstances whether I phoned or Judge Burns phoned. We , 
tried to get Kinsey Robinson to a committee meeting. First he agreed do 
to come and then some personal matters made it inconvenient for him thi 
to come. So he never was able to attend a committee meeting. 
Mr. Burns. But he did meet at least with some of the members of | fr¢ 
the committee ? Cu 
Mr. Currie. I just learned that from Mr. Borneman’s testimony. [7 
Mr. Burns. You didn’t know that before? Rw 
Mr. Currie. I think I did hear it. I wasn’t informed formally. 7 
Mr. Burns. oe you know that this j 
Mr. Currie. I didn’t know whether they met personally or talked Ss 6p 
on the phone. I had heard there were conversations. I had not 5 6 ext! 
known he had been in New York, because he had wired us he would [4 ] 
not come on the date we suggested. ta ] 
Mr. Burns. But you knew that before that letter of July 20 was | i ] 
sent out, there had been conversations between Mr. Robinson and at FR un 
least some members of the committee with respect to the letter ? r 4 ] 
Mr. Curriz. Yes. I don’t know whether it was telephone conversa- s cor 
tions or personal conversations. I knew that. So 
Mr. Burns. Do you know whether Mr. Robinson was asked for any [@ has 
suggestions with reference to the letter either as to the desirability | ( 
of sending it or as to its form ? 5s 86 fou 
Mr. Currie. I don’t know that. As Mr. Borneman testified, I pre- [9 J 
vared the first draft. It then went to a subcommittee of Mr. Borne- dra 
man, Mr. Miller, Mr. Brown, who was a partner of Laurence Marks, . I 
and I think Mr. Hovey, all of whom seemed to have various sugges- use 
tions and thoughts. And finally it was decided to get a professional ) 
to do the job. ) 
Mr. Burns. From what source did you obtain the material for the hor 
first draft ? j 
Mr. Currie. Mostly from my own knowledge of this matter. I \ 
had been writing briefs, memoranda and pleadings, and various other S 
things over a period of years. I was fairly steeped in the facts. sec) 





Mr. Burns. 1 would like to have marked as exhibit 20 a document 
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dated June 1955, entitled “Stockholders Committee for Puget Sound 
Power & Light. 

(The document referred to was marked exhibit 20 and will be found 
in the files of the committee. ) 

Mr. Burns. Can you tell us what this is? 

Mr. Currir. It purports to be a letter to stockholders of Puget 
Sound Power & Light Co. 

Mr. Burns. Have you ever seen it before ? 

Mr. Currie. I may have. I think it is one of the several drafts 
which circulated around at or about that period. It is not mine. It 
is not prepared in our office. We use different typewriters. Our 
work looks differently. I don’t know whose it is. There is no in- 
dication. 

Mr. Burns. Well, did you have any meeting with any of the mem- 
bers of the committee at which it was suggested that they present 
any ideas they might have concerning a communication which the 
committee might send to stockholders ¢ 

Mr. Currie. Oh, yes. 

Mr. Burns. And was it as a result of that that various members 
made drafts 4 

Mr. Currie. Yes, I believe so. But I can’t tell whose this is. I 
don’t recognize it. Wasn’t there any covering letter with it or any- 
thing? Where did it come from ? 

Mr. Burns. We will mark as exhibit 21 a letter dated June-27, 1955, 
from Walter Maynard of Shearson, Hammill & Co., addressed to Mr. 
Currie. 

(The document referred to was marked “Exhibit 21” and will be 
found in the files of the committee.) 

Mr. Curris. I recall now. 

Mr. Burns. This letter appears to be transmitting a draft of the 
proposed letter and it is my understanding that that is the letter of 
exhibit 20 which has been referred to. 

Mr. Currie. It might very well be. 

Mr. Burns. But you can’t be sure # 

Mr. Currie. I can’t be sure. The typeface looks the same, to my 
uneducated eye. 

Mr. Burns. I would like to have marked as exhibit 22 a document 
consisting of 3 pages entitled “Draft. To the Stockholders of Puget 
Sound Power and Light Company.” It begins, “On June 9, 1955” and 
has the typed name at the end “Laurence M. Marks.” 

(The document referred to was marked “Exhibit 22” and will be 
found in the files of the committee.) 

Mr. Burns. I show you this exhibit 22 and ask if that is one of the 
drafts of the letter which was 

Mr. Currte. Again it appears to be. It is not mine because we don’t 
use typewriters like that in the office. 

Mr. Burns. Do you recall seeing it ? 

Mr. Currie. I probably saw it. As I said, I was the central clearing- 
house and all of these things came to me. 

Mr. Burns. But you can’t say for sure that you saw it? 

Mr. Currie. I can’t because that has nothing to identify it to me. 

Senator O’Manonry. Would it be reasonable to assume that bei 
secretary and legal adviser of the committee, the members of which 
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were concerned about the preparation of a letter to the stockholders 
that would meet your advice, that you saw all of the drafts that were 
submitted ? 

Mr. Currie. That were submitted. There is no identification on 
this, Senator. 

Senator O’Manoney. I understand that. 

Mr. Currie. I don’t know where it came from. Probably each one 
of these firms had 4 or 5 drafts before they sent out a final one so I 
can’t be sure. 

Senator O’Matoney. I am not asking the question in relation to 
that particular draft at all. 

Mr. Currtr. I saw a lot. 

Senator O’Manoney. How many did you see? 

Mr. Currtr. I think I prepared one myself—these two here, assum- 
ing that this is the one Walter Maynard sent me and this is another 
one. I know Mr. Borneman sent me one. I don’t know whether Mr. 
Miller sent me a whole draft or sent me comments like “We would 
like to see this paragraph in” or something like that. 

Several other people sent me comments. 

Senator O’Manonry. Mr. Borneman testified there were 9 or 10 
drafts. 

Mr. Currte. There could easily be. He probably went through a 
lot that did not come tome. After they brought in the public relations 
counsel, they went through several drafts more. 

Senator O’Manonry. Was the final draft your work? 

Mr. Currig. No, the final draft was essentially the work of the pub- 
lic relations counsel. I made some comments, however. 

Senator O’Manonry. What was the reason for the difficulty in 
reaching an agreement on the final draft? 

Mr. Currie. It is hard to s: ay. I would have to make some assump- 
tions now. 

Senator O’Manoney. Were you asked to give your legal opinion 
about the content of the draft ? 

Mr. Currie. Yes, when they finally got around to it. This is just 
an assumption on my part. If you w ant that sort of testimony, I will 
be happy to give it. [ think there was a certain amount of confusion 
in the minds of the members as to just what they were trying to 
accomplish by the letter. They had reached a policy decision that the 
time was not propitious for making a proxy request. That being so, 
what were they going to do? The number of these drafts largely 
reflected almost a trial and error effort to arrive at a 

Senator O’Manowey. Did any of the drafts contain a request for 
proxy? 

Mr. Currre. Yes, All the ones prepared by the public relations 
people had a request for proxy. 

Senator O’Manoney. Did you advise against it? 

Mr. Currie. I told them that in my judgment it was risky. I 
thought I had made it just as tight as I possibly could that it would 
not be considered a proxy consent or authorization. I don’t know 
any clearer way to say than this is not. I said “You can expect the 
SEC will question it, or if they don’t question it, you can expect the 
management of Puget to question it.” 

Senator O’Manoney. You were anxious to avoid 
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Mr. Currte. I gave them the opinion that I honestly believed that 
that did not come within the proxy rules of the SEC, the final draft. 
I am still convinced as a lawyer that I could win in court but the 
matter was not litigated. 

Senator O’Manoney. I assume you regard your letter to Mr. Wood- 
side as the correct interpretation of the law? 

Mr. Currier. I do; yes, sir. 

Senator O’Manonry. That was the centtral bone of argument or 
discussion as to what the letter would contain or were there other 
factors ? 

Mr. Curriz. No. I think the whole form, tone of the letter was 
open to discussion. The draft I prepared, I think—this is only of 
academic interest now because it wasn’t adopted—was nothing but 
a chronology of events, what the committee had done. Most of the 
members seemed to think it was a sort of dry-as-dust lawyer's docu- 
ment that would not have any real appeal to stockholders at all. Some 
people felt there should be more emphasis on engineering detail. 
Well. vou get all sorts of areas of suggestion. 

Senator O’Manonry. In any event, it is clear that it was a letter 
that was being sent out princ ipally on behalf of investment houses, 
which handled stocks involved in and out; some of them had no 
stocks, some of them did have. 

Kidder, Peabody had 4,600 shares of the stock of Puget stock. Oth- 
ers had none. And individuals whose names appeared on the list were 
not stockholders at all, as in the case of Mr. Hovey. Let me ask you 
from your experience as a lawyer, in this kind of practice in New 
York City, do you think it is a usual thing for a stockholders com- 
mittee to be made up in this manner of persons who are really not 
stockholders and of companies, investment companies, which in the 
regular order of business deal in a large number of securities, some- 
times holding them and sometimes selling them, who represent cus- 
tomers, perhaps having securities of numerous companies; some not 
involved, some involved ¢ 

Mr. Currte. It is a pretty long question, Senator. I don’t know 
that I have followed it completely. I can’t say of my own knowledge 
how usual this practice or this type of organization might be. I will 
say this, that I think to require, as you have suggested i in some ques- 
tioning of earlier witnesses, to require that membership on stock- 
holders committees be limited to actual stockholders will in large 
part render stockholders’ rights illusory. The cost of the modern 
proxy contest is such that an individual stockholder, no matter how 
wealthy he is, is not in a position to finance it. The only remedy he 
has is to go to the man who sold him the stock, the securities dealer 
and say, Look, I don’t think I am being fairly treated by the manage- 
ment.” That securities dealer, if he has sold a lot of that stock as a 
matter of enlightened self-interest, has to go out and protect those 
people, even spending his own money doing that. 

To say that that securities dealer is debarred from taking that action 
would debar the stockholders’ rights. That is why I am glad you 
have that case record. That is one of the principal points discussed 
7 the Massachusetts legislation. That is the first case that I know 
of where the highest court of any State, particularly a commercial 
tate like Massachusetts, has ruled on the point that the good faith 
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of the stockholders is in no way affected by the fact that he intends 
to turn over the list to a group of securities dealers that in turn do not 
own stock. 

That is at the core of the decision and was passed on unanimously 
by the court of appeals. 

Senator O’Manoney. We are dealing in a situation where there are 
a large number of stockholders in companies in which the control is 
actus ally vested in a minority of the stockholders in number. 

Mr. Currie. In this particular company it is hard to say where 
there is control. The management has control only by virtue of the 
proxy machinery. They only own 2,100 shares. 

Senator O’Manonry. Isn‘t it common belief that the ownership 
of about 30 percent of the stock of any large corporation actually 
controls it ? 

Mr. Currie. I think it would in this case. There isn’t any 
concentration in this case. It is widely diffused. 

Senator O’Manonery. That is a general question. We are dealing 
with a subject of corporate management and protection of individual 
stockholders, small stockholders. 

Mr. Currie. Yes, sir. 

Senator O’Manonry. That is aside from the relevant issue here. 

Mr. Currte. I understand, sir. 

Senator O’Manoney. Do you have any more questions, Mr. Burns? 

Mr. Burns. I think we should mark these various drafts of the 
letter which we have without going into detail as to each one. I 
think they should be marked for the record, to show in case we wish 
to go into more detail in our report, the background of the exhibit 
which was mailed out. 

Senator O’Manonry. You may offer the exhibits. You may have 
them numbered and I think that you ought to identify them by a 
member of the staff who secured them so that the committee will be 
able to judge what weight to give to them and if you desire to present 
them to any witness, the witness will also be protected. 

Mr. Burns. All right. 

Mr. Currm. When you speak of identifying it by the member of 
the staff, do you mean identify them by the files from which they were 
taken? I don’t know whether these came from my files or not. 

Senator O’Manonry. Yes. 

Mr. Currie. Anything I did myself would have my dictating ini- 
tials to show it at the top of the draft. These don’t. I would infer 
these were not prepared by lawyers. Any lawyer I think would have 
his initials on the first page of the draft. 

Mr. Burns. We will mark as “Exhibit 23” a document entitled on 
the letterhead of the stockholders committee for Puget Sound Power 
& Light, bearing in handwriting on the right-hand side the words 
“first draft only.” 

(The document referred to was marked “Exhibit 23” and will be 
found in the files of the committee. ) 

Mr. Burns. As exhibit 24, a document with the numbers in the 
right-hand corner “7-13-55.” 

(The document referred to was marked “Exhibit 24” and will be 
found in the files of the committee. ) 
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Mr. Burns. As exhibit 25, a document which states on the left-hand 
side names and connections of committee members and on the right- 


hand side “John Smith, secretary, Wall Street, New York mee 


(The document referred to was marked “Exhibit 25” and will be 
found in the files of the committee.) 

Mr. Burns. As exhibit 26, a document headed “Important Notice 
to the Stockholders of Puget Sound Power & Light Co.,” which con- 
tains five pages, the fourth page being headed “ Appendix, History of 
Committee Activities.” 

(The document referred to was marked “Exhibit 26” and will be 
found in the files of the committee.) 

Mr. Burns. As exihibit 27, a document dated July 18, 1955, to the 
stockholders of Puget Sound Power & Light Co. 

(The document referred to was marked “Exhibit 27” and will be 
found in the files of the committee.) 

Mr. Burns. As exhibit 28, the documents, the first consisting of two 
pages entitled “Stockholders Committee Letterhead,” July 19, 1955, 
second page being a mailing list entitled “letter of July 19, 1955,” on 
stockholders committee letterhead, sent to each member of the com- 
aittee, as follows. And then a document consisting of four printed 
pages dated July 20, 1955. 

(The document referred to was marked “Exhibit 28” and will be 
found in the files of the committee.) 

Mr. Burns. Mr. Chairman, the identification of the source of each 
of these exhibits will have to be postponed until we get the originals. 
These are the photostats we made copies of. They were obtained from 

various files by members of the committee staff. But I would like to 
show them to Mr. Currie and let him see if he can identify any of them 
as to whether he has previously seen them. 

Senator O’Manonry. Would you withhold that for just a moment? 

Mr. Burns. Yes. 

Senator O’Manoney. Do you have before you exhibit No. 21, that is 
the letter from Mr. Maynard? 

Mr. Currir. I have it now, sir. 

Senator O’Manoney. In the second paragraph: 

David Cowan, who was present, thought your letter was an excellent one— 
meaning the letter that you, Francis Currie, secretary and attorney 
for the committee, prepared. 

However, he has drafted an alternative which incorporates most of your ideas, 


but in one respect in particular is a little tougher on Mr. McLaughlin for his 
espousal of the sellout to the PUD’s. 


Do you recall in what respect the Cowan draft was a little tougher 
on Mr. McLaughlin ? 

Mr. Currte. Do you have my first draft here? 

Mr. Burns. I will show you 

Mr. Currte. It is my recollection it was dated June 15. 

Mr. Burns. I will show you seven drafts that we have obtained, 
numbered exhibits 22 to 28, inclusive, and you can see whether any 
of them is the draft you prepared. If so, will you identify it by 
exhibit number ? 

Senator O’Manoney. Off the record. 

( Discussion off the record.) 
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Mr. Currre. I think exhibit 2 3 is my first draft. That is my hand- 
writing, “First draft only.” I don’t know whether I prepared more 
than this. I might easily have done so. 

ee O’Manonery. You asked for that. 

Mr. Curriz. The chances are I] prepared another one. Otherwise I 
would wi have written “First draft only.” This is at least a draft of 
mine. 

Senator O’Manonry. You asked for that, Mr. Currie, in order to 
answer my question about Mr. Cowan’s draft. 

Mr. Currie. Senator, I think Mr. Maynard, that paragraph of Mr. 
Maynard’s letter, is real politeness on his part. The drafts don’t look 
very much alike at all. My draft and his draft are utterly different. 
The main aspect to which Mr. M: aynard is referring is the third 
paragraph of this draft which does not appear or even the sense of 
which does not appear in my draft. My draft is much longer than 
that letter, and I think he is giving me a soft answer when he says 
he thought the letter was exc ellent because his counterproposal does 
not look at all like it. 

Senator O’Manonry. No, but what I am driving at is that Mr. May- 
nard described the Cowan draft as a little tougher on Mr. McLaughlin 
for his espousal of the sellout. Did you want to be tough on Mr. 
McLaughlin or did Mr. Cowan want to be tougher than you were? 
Was that one of the points of argument in the various meetings on 
these various drafts, how tough you should be? 

Mr. Currir. No; that was not the discussion. I think the discussion 
centered more on the tone of the letter. Here is mine which is just 
a recital of a chronology of events, and probably from a public rela- 
tions standpoint looks as if it were written by a lawyer and for that 
reason may not be an effective document to send out to stockholders. 
Many people criticized it because it was too long. You will see Mr. 
Cowan’s draft was much shorter than that. The whole tone of the 
letter was the subject of discussion. But I never heard anybody say, 
“Tet’s be tough on Mr. McLaughlin.” 

Senator O’Manoney. Maynard says that in this letter, addressed 
to you under date of June 27, 1955. I am trying to see whether the 
committee was of a mind to express disapproval of Mr. McLaughlin’s 
attitude of selling Puget to the public utilities districts, and whether 
you did moderate further in this matter? 

Mr. Currte. I am trying to recall a conversation with a lot of peo- 
ple participating in it. I cannot recall that that particular point was 
debated. In fact, that draft which Mr. Maynard refers to as being 
tougher on McLaughlin consists of nothing but a quotation from Mr. 
McLaughlin’s own report. I don’t know how tough that is to quote 
a man’s words back at him. 

Senator O’Manonry. This is exhibit 20 which you handed me. Is 
that the Cowan draft ? 

Mr. Currie, I think it is, sir. Mr. Burns says he thinks it is. I 
think it is, too. but I can’t be positive. 

Senator O’Manoney. I don’t see anvthing in that that could be 
defined as being particularly tough on Mr. McLaughlin or his sellout. 
The language of Mr. Maynard’s letter to you is much tougher than 
anything in that draft. 
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Mr. Currie. Yes. That was not getting into the letter to stock- 
holders ¢ 

Senator O’Manoney. No. It is almost half-past 5, Mr. Burns. 

(Discussion off the record.) 

Senator O’Manoney. Without objection, the committee will stand 
in recess until 9: 30 tomorrow morning. 

(Whereupon, at 5:30 p. m., the committee adjourned to reconvene 
at 9:30, September 22, 1955.) 
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A STUDY OF THE ANTITRUST LAWS 


THURSDAY, SEPTEMBER 22, 1955 


Untirep Srates SENATE, 
SUBCOMMITTEE ON ANTITRUST AND Monopo.y 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 9: 40 a. m., in room 424, 
Senate Office Building, Senator Joseph C. O’Mahoney presiding. 

Present: Senator O’Mahoney (presiding). 

Also present: Joseph W. Burns, chief counsel; Malcolm Mecartney, 
assistant counsel; and George E. Clifford, assistant counsel. 

Senator O’Manoney. Are you ready to proceed ? 

Mr. Burns. Yes. Off the record. 

(Discussion off the record. ) 

Senator O’Manoney. We are on the record. You may proceed, 
Mr. Burns. 

Mr. Burns. Mr. Currie, have you made a computation from your 
records of the total contribution made by each member of this stock- 
holders committee for the expenses of the committee? 


TESTIMONY OF FRANCIS CURRIE, SECRETARY, STOCKHOLDERS 
COMMITTEE FOR PUGET SOUND POWER & LIGHT CO., NEW YORK, 
N. Y.—Resumed 


Mr. Currier. I have. 

I must correct the testimony I gave yesterday. I took a quick look 
at the record and said the total of the contributions had been $53,000. 
After checking it carefully, I find that that is not quite accurate, that 
the correct total was $50,750. 

Senator O’Manoney. Will you give the amount of the contributions 
for each of the members of the committee ? 

Mr. Currie. Yes; I will. 

The contributions were made at various times, but the aggregate 
contribution from each member is as follows: 

Hornblower & Weeks, $1,375 
White, Weld & Co., $12,750 
Blyth and Co., $12,750 
Kidder, Peabody & Co., $12,750 
Laurence M. Marks & Co., $3,250 
Union Securities Corp., $1,750 
Carl M. Loeb, Rhoades & Co., $2,000 
Shearson, Hammill & Co., $1,125 
Abraham & Co., $1,250 
Paul A. Murphy, $250 
John §. Tilney, $250 
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William J. Collins, $250 
Dean Witter & Co., $250 
Wegener & Daly, $250 

A. Hogle & Co., $250 
Hanrahan & Co., $250. 

Senator O’Manonry. You mentioned Mr. Murphy. 

Mr. Currie. Yes. 

Senator O’Matrionry. What was his contribution ? 

Mr. Currie. $250. 

Senator O’Manonry. Was he the plaintiff who was ordered elimi- 
nated from the suit ? 

Mr. Currir. Yes; he was. 

Senator O’Manonry. What was the reason for that order by the 
court ‘ 

Mr. Currie. It appeared that he had sold his stock. The Puget 
Sound transfer agent discovered, I don’t know how, but checking their 
records, that he was no longer a stockholder of record, so when we 
came on before the supreme judicial court to argue the cause, counsel 
for Puget Sound Power & Light Co. filed a motion advising the court 
that he no longer was a holder of record and the said plaintiff was not 
the proper party to bring the suit. 

We checked with Mr. Murphy. We had not known that. He said 
he had sold the stock and thought it was unnecessary to hold it after 
the trial which, of course, was not legally sound, so we agreed to the 
motion that he be dropped. 

Senator O’Manoney. So that the Puget Sound Co. made the motion 
that he was ineligible to be a plaintiff because no longer a stockholder. 
You did not resist ? 

Mr. Currtirz. No. 

Senator O’Manonry. And the court ordered his removal? 

Mr. Curr. Yes; and continued the case as to the remaining 
petitioners. 

Senatr O’Manonery. Yes. Thank you very much. 

Mr. Burns. Will you give us the total amounts approximately of 
the major disbursements which were made by the committee ? 

Mr. Curriz. Burns, Blake & Rich—I don’t have the exact amount 
of disbursements because some disbursements, particularly in the early 
period, were reimbursed separately without having them billed for 
services with it. In round numbers, Burns, Blake & Rich received 
about $11,000. Our firm in New York—again, I can’t give it to you 
exactly w ithout checking the record, but in round numbers it received 
about seventeen or eighteen thousand dollars. 

Jackson & Moreland—they are a firm of consulting engineers in 
Boston who were engaged by the committee to make an engineering 
repor t of Puget Sound—they were paid $10,410.01. 

The Mailograph Co.—it is a mail- order firm that does a combina- 
tion printing, composing, mailing, all that sort of stuff—they were 
paid $4,630.88. 

A photostat firm, the exact name of which I don’t know, was paid 
$643. And Albert Frank Guenther-Law—they were the pablie rela- 
tions firm that was mentioned yesterday—they received $500. 

Senator O’Manoney. Was that $500 to Albert Frank, Guenther- 
Law the total amount that was due at any time for services rendered 
to the committee ? 
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Mr. Currie. So far as I know. There is no other bill pending. 
[his is a very, very recent payment. There were some other items 
paid as lawyers’ disbursements that were reasonably substantial. 
here was a payment to Stone & Webster Services Corp., which is 
the transfer agent for Puget Sound, of $485, I think, for the Stock- 
iolders’ lists. The advertisements in the Wall Street Journal which 
we paid as a disbursement, those 2 advertisements together were $600 

round figures, 

[ don’t see any other items on here. There is a printing bill for 

rintine letters to stockholders, S120. 

Senator O’Manoney. There seems to be two categories. 

Mr. Currtr. An airplane ticket to Seattle on my abortive attempt 

see Mr. McLaughlin, $400. 

Senator O’Manonry. What was that latter part ? 

Mr. Currie. $400 for a trip to Seattle where I tried vainly to see 
Mr. McLaughlin, but he would not talk to me. 

Senator O’Manonry. These disbursements seem to be in 2 cate- 
vories, 1 disbursement by the commiitee and 1 lawyers’ disbursement 
for the committee. What was the reason for that distinction ? 

Mr. Currie. I don’t think there really was a distinction. Small 
tems, we just paid as a matter of routine through our general office 
ccount as we would do for any client, small items that there would 

/ no conceivable question about. Large items, I did not pay them 

ithout checking with Mr. Marks and then paid them on a separate 

eck out of our clients’ funds account on which the committee’s 
contributions had been deposited. There was no reason for the dis- 
tinction other than our own convenience and our own routine practices. 

Senator O’Manonry. Were there any other substantial payments 
for the lawyers’ account ? 

Mr. Currte. No; I have just been through our ledger, and they 
are the only ones in three figures. Let me see if there is anything 
else in three figures. Yes, there is an item of $222 to the Law Re- 
porter. I know that is a shorthand reporting service in New York, 
and I can’t tell you now what it was for. 

Senator O’Manonry. I can understand that. Were there any 
expenditures to individuals ? 

Mr. Currte. Yes, there is overtime payment to stenographers in 
our office. Nothing else. 

Mr. Burns. This letter of July 20, 1955, has been marked “Exhibit 
i.” This was the result of 8 or 9 drafts which you and other members 
of the committee had prepared and examined; is that right? 

Mr. Currre. The result of many drafts. Mr. Borneman guessed 
Sor 9. I would hesitate to guess. 

Mr. Burns. I think we identified eight documents yesterday which 
appeared to be drafts. 

Mr. Currie. There probably were more. 

Mr. Burns. In preparing these various drafts, to what extent did 
you rely upon the information or advice furnished by persons other 
than those on the committee ? 

Mr. Currie. As far as the drafts which I prepared, to no extent did 
I rely on anyone except my own knowledge of the facts on the drafts 
I prepared. 

Mr. Burns. You acted in a dual capacity, did you not, as attorney 
for the committee as well as secretary ? 
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Mr. Currie. I did; yes. 

Mr. Burns. And you were careful, I assume, to determine where 
the information came from which went into the letter in order to be 
positive that there would be no inaccuracies insofar as they could 
be avoided ? 

Mr. Currie. On this final draft which went out, which I did not 
prepare—as you know, that was prepared by a public-relations firm— 
my contribution to that was merely to check that for legality and for 
accuracy. The sources of the information are given there. I recall 
that I personally checked the quotations. 

Mr. Burns. When you say the public-relations firm prepared it, you 
mean that they prepared the form. You don’t mean that they sup- 
plied rl of the information contained in the document, do you? 

Mr. Currtr. Of course, they aid not supply the information. Some 
of the information that is in there appeared in their draft for the first 
time. Of course, they were given all the drafts prepared by anybody 
else, and they were also given basic documents. I know I sent them 
over a copy of our brief in the Massachusetts court because I thought 
it had a good statement of facts in it. Other people sent them the 
engineering reports. I know Mr. Borneman sent them several engi- 
neering reports. 

Mr. Burns. Can you tell us by whom these various engineering re- 
ports had been prepared ? 

Mr. Currie. Yes, it is stated in the letter. 

Mr. Burns. Will you point out where in the letter it is stated? 

Mr. Currte. Page 2: 


The latest Pacific Northwest Policy Committee report, dated June 1, 1955. 

Mr. Burns. You referred to that one yesterday. 

Mr. Currie. Yes. 

Mr. Burns. And I believe you said that that was information sup- 
plied by Mr. William Gilman. 

Mr. Currie. I did not say that. Mr. Borneman said that. 

The findings of the Washington Public Service Commission. 


I know I gave that to the public-relations counsel. I had not 
referred to that in my draft. I thought it was too detailed. They 
thought it was effective. So they put it in. 

Again on page 3: 


The findings of the Washington Public Service Commission. 


These are all public documents, you see. 

A Jackson and Moreland report is also quoted on page 3. 

Senator O’Manonry. May it be summed up in this manner, Mr. 
Currie, that you and the committee turned over to the public-rela- 
tions firm the essential material which had been gathered by the com- 
mittee, by the investment houses and by the attorney S, and they were 
authorized to compose a public-relations letter that would be most 
effective in their judgment, and in your judgment, in persuading the 
stockholders to come along? 

Mr. Currie. That is what we hoped to accomplish. 

Senator O’Manoney. Certainly. 

Mr. Burns. Do you know whether the final draft was submitted 
to Mr. Kinsey Robinson before it was sent out? 

Mr. Currtr. Not so far as I know. I did not submit it. 
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Mr. Burns. Do you know to what extent any of the drafts were 
considered by Mr. Robinson ? 

Mr. Currte. None that I know of. 

Mr. Burns. Didn’t you know that he had conferred with Mr. Borne- 
man and others during the time that the various drafts were being 
prepared ? 

Mr. Currre. As I tell you, I didn’t know that he had conferred. 
We had tried to get him to New York to a meeting. In fact, he ac- 
cepted the invitation to the meeting, and then, because of personal 
reasons he was unable to come. I knew that he had spoken to Mr. 
Robinson Borneman, I thought on the telephone. I hadn’t known he 
was in New York. So I naturally didn’t think anybody read him a 
draft that was pages long on the telephone. 

Mr. Burns. But did you also know that members of the committee 
had discussed with Mr. Robinson proposals of a new offer ¢ 

Mr. Currie. Yes; I knew that. That was essential. A merger 
is a bilateral undertaking. You can’t do that without talking to the 
other side. 

Mr. Burns. So that the statement in this letter: 

We are confident, however, that if enough stockholders expressed themselves 
affirmatively on the enclosed card, your committee can go to the Washington 
management and obtain the new offer— 
was based on assurances that had been obtained from Mr. Robinson ? 

Mr. Curriz. Yes. They weren’t given to me personally. They had 
heen given to other people who in turn reported them to me. I satis- 
fied myself that they were telling the truth. I had no reason to doubt 
them. 

Mr. Burns. Will you just state briefly what it was that you were 
told that satisfied you that there was suc ‘h an offer available. 

Mr. Currre. I have forgotten just who it was that said it. My 
recollection now is that it was Mr. Gordon who said that he had talked 
with Kinsey Robinson and that Kinsey would go along with a new 
merger proposal and an attractive merger proposal if he were given 
some assurance that there was enough stockholder interest that he 
wouldn’t be left at the church again, “which was his phrase. 

I had been the one that had been insisting that it had to be a very 
attractive merger proposal, because the increased market price of 
the stock and other factors made it essential that it be attractive. 

Senator O’Manoney. Attractive to whom? 

Mr. Currie. Puget Sound stockholders. It had to be very attrac- 
tive if it were to be successful. 

Mr. Burns. Were tie terms, in your opinion, sufficiently attractive 
to justify the sending of the letter of July 20? 

Mr. Currie. There weren't any terms discussed. I made it clear 
in my judgment to the members of the committee, and I assume that 
they passed it on to Mr. Robinson, that no merger had a chance of 
success unless it was going to be ver y attractive. 

Mr. Burns. From the conversations you had with Mr. Borneman, 
you were satisfied that Mr. Robinson had made proposals that justi- 
fied sending out the letter? 

Mr. Currie. No; I was not so satisfied. From the conversations 
[ had with Mr. Gordon, I believe I said that I was satisfied that Mr. 
Gordon had talked with him, and that Mr. Robinson would make 
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an attractive merger offer. I had no knowledge that he had made 
any offer. In fact, I haven't yet. 

Senator O’Manoney. Pardon me. It boils down to this, that you 
personally were satisfied that Washington Water Power should make 
a very attractive offer to be successful. 

Mr. Currir. Yes, sir. 

Senator O’Manoney. But in the composition of the letter, the state- 
ment of what such attractive terms were was carefully avoided. 

Mr. Curriz. They weren’t known. They had not been stated, those 
terms. 

Senator O’Manoney. Well, but you were of the opinion before the 
letter went out, that the offer should be attractive, were you not? 

Mr. Currie. Oh, yes. 

Senator O’Manoney. And you so advised all the members of the 
committee. 

Mr. Currie. They agreed with me. There was no dispute. 

Senator O’Manonry. But the letter did not state what you believed 
such an offer ought to be or would be. 

_ Currie. No. 

nator O'M AMONEY. Had you at any time suggested to Mr. Robin- 
son or anybody else in the Washington company or representing the 
Washington company, what such terms should be? 

Mr. Curriz. I never stated it to Mr. Robinson because I didn’t talk 
to him. I know the general feeling among the members of the com- 
mittee was that those terms had to be better than share to share. Just 
how much better, I don’t know. 

Senator O’Manoney. Did any of the members of the committee 
have any assurance from Mr. Robinson or anybody else representing 
that company what the terms of the offer would be? 

Mr. Currre. No; the terms were never fixed. 

Senator O’Manonry. That is what I am trying to get at. 

Mr. Currte. They were never fixed. 

Senator O’Manonry. But you were convinced that they ought to 
be attractive. 

Mr. Currie. I think everyone was convinced of that. 

Mr. Burns. Did Mr. Robinson consent that this letter be sent out? 

Mr. Currie. He didn’t consent. So far as I know, he was never 
asked whether it should be sent out or not. The committee sent it out. 
Officially the committee never consulted him. I never consulted him. 
The only reason I am not stating flatly that no one consulted him is 
that I don’t know what 16 people did. 

Senator O’Manonry. The letter conveyed the impression to the 
stockholders who were reached by the committee, that the committee 
was confident that a satisfactory offer would be made, but nobody on 
the committee, and least of all its secretary-lawyer, knew what the 
offer was going to be. 

Mr. Curriz. That is completely correct. 

Mr. Burns. Wasn’t one of the topics of discussion with Mr. Robin- 
son in asking him to state whether he would make a new offer, that 
the stockholders « ommittee was going to send out this letter? 

Mr. Currie. I must say again I never talked to Mr. Robinson, so I 

‘an’t tell you what the topic of discussion was. 

Mr. Burns. Yes; but as attorney, as distinguished from secretary, 
you were, I assume, very careful to make sure that whatever important 
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factors were referred to in this letter had substantial basis, and you 
say you did satisfy yourself in talking with the other members that 
there would be an offer if there was a showing by the stockholders of 
interest ¢ 

Mr. Currie. That is true. That was true then and is still true. 
‘There is nothing in this letter that says we have asked Mr. Robinson 
if we may send out this letter and he says “Yes.” 

Mr. Burns. I don’t think anyone asked that question. 

Mr. Currie. You did. You asked me, did he consent, and I said 
he didn’t. 

Mr. Burns. I asked you whether he consented, not whether this 
letter said he consented. 

Mr. Currie. Then you asked me next if I, as a lawyer, assured my- 
self whether the statements in this letter were true, and my answer 
was “Yes.” 

Mr. Burns. I will ask you again, so there is no misunderstanding 
I am asking you, regardless of what is stated in the letter, hath 
Mr. Robinson’s consent was obtained before this letter was sent out, 
consent to send the letter ? 

Mr. Currtr. Not so far as I know. 

Mr. Burns. Was his consent obtained to send any letter, whether 
this particular form or any form ¢ 

Mr. Curriz. Not so far as I know. I shouldn’t know why anybody 
would ask him. 

Senator O’Mauoney. Well, it occurs to me that one very important 
reason why some member of the committee should ask that question 
of Mr. Robinson was to make certain that the committee was not 
operating in the dark, without knowing what the head of the Wash- 
ington company would do. Here you are proposing to the stockhold- 
ers of Puget Sound that they support, or indicate that they support, a 
merger of their company with the Washington company, and your 
testimony is that, although that was your purpose, and I use the word 
“your” meaning the committee, although that was your purpose, you 
were utterly without any knowledge as to whether or not Mr. Robtisens 
would go along. 

Mr. Currre. No, I have not so testified. I said someone—I believe 
it was Mr. Gordon—on the committee talked to Mr. Robinson and 
received assurances from Mr. Robinson that if enough Puget stock- 
holders were interested in the idea of a merger, he would make an 
attractive offer. That is all we said and all we knew. 

Senator O’Manoney. So you were telling the Puget stockholders 
that they should support an offer, the character of which you did not 
know except that you hoped it would be an attractive one. 

Mr. Currie. Nobody was committed by this letter. 

Senator O’Manonry. I didn’t use the word “committed,” Mr. 
Currie. 

Mr. Currie. All we asked was for an expression of interest. 

Senator O’Manonery. Would you read the question, please ? 

(Question read.) 

Senator O’Manoney. Your answer to that was that nobody was 
committed. So interpreting that answer, your position was that you 
were telling the stockholders of Puget to support the merger without 
i commitment on the part of Mr. Robinson or anybody else as to 
what the offer would be. 
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Mr. Currie. Sir, the only thing I am at all hesitant about is the 
word “support.” If I may see the card which was enclosed with this 
letter, I think the card will speak for itself. I don’t think the card 
says anything more than “I am interested” in having your committee 
continue to work for a merger. It doesn’t ask them to support a 
merger. It doesn’t ask them to support any particular merger. It 
merely says “I am interested.” 

Senator O’Meitonry. In other words, you are confirming what I 
have interpreted this to mean. You were sending out a letter to induce 
these stockholders to come along with a merger . but you were keeping 
a string on it all the time, so that the investment houses were in the 
position, if they secured sufficient responses from these cards, to put 
up an offer that would be attractive to them, rather than attractive 
to the Puget stockholders. That was the position in which you were, 
wasn’t it? 

Mr. Currie. I am afraid I can’t agree with that characterization 
because investment houses, as such, do not vote for mergers—stock- 
holders vote for mergers. 

Senator O’Manonry. You were laying the groundwork for a very 
good operation in the interest of the investment houses. 

Mr. Currre. Well 

Senator O’Manonry. You were keeping the situation in a fluid state 
so that the offer could be the best offer that the investment houses, 
through their representatives on the stockholders committee, would 
like to put over. 

Mr. Currte. I am afraid, sir, that that interpretation overlooks 
the mechanics of how a merger actually is accomplished. A merger is 
accomplished by an agreement that is executed by the boards of direc- 
tors of two corporations. It is then voted on by stockholders. If in- 
vestment houses are members of the board of directors or if they are 
stockholders, they can then play a part in the process, but if, as you 
have demonstrated here, some of these houses own no stock and they 
are not directors of either company, I can’t see how they are in a 
posit ion to dictate the terms. 

Senator O’Manoney. They were making a fine effort to do it. 

Mr. Currie. On behalf of their customers 

Sen: itor O’Manoney. Right. On behalf of their customers and not 
on behalf of the stockholders of Pt iget whom they represented them- 
selves to be. 

Mr. Currie. Their customers were stockholders of Puget. 

Senator O’Manonry. Some of their customers. 

Mr. Currie. That is right. 

Senator O’Manoney. Some of their customers were operators who 
were in and out of the market. They might be a stockholder today, 
they might not be tomorrow. Some of their customers might be carry- 
ing their stock in the name of the investment house or in the blank 
name, as is customary. 

Mr. Currie. Yes. 

Senator O’Manoney. So that we have a picture here of the invest- 
ment house operation to bring about a merger. In other words, this 
stockholders committee was not in fact an agent of the stockholders 
of Puget. It was an agent of the investment houses. 
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Mr. Currie. It wasn’t an agent, I don’t think, at all, sir, in that 
sense, because they never were empowered with any evidence of 
agency. They never solicited any proxies or anything of the sort. 

Regge O’Manoney. Right on the face of the letter to the stockhold- 

, your publicity writer put in the words “your committee,” meaning 
your stoc kholders committee, — as a matter of fact, it was a com- 
inittee of the investment houses. I don’t want to argue with you, Mr. 
Currie, but here are the plain facts laid right on the table. 

Mr. Burns. Mr. Currie, in this letter, near the end of the page, 
near the signature, appears this statement: 

At one time we held authorizations from the holders of 500,000 shares—about 
25 pereent of outstanding stock—to press for a merger. 

Now, you don’t state in this letter, at the time the letter was written, 
how much stock the stockholders committee members owned. Did 
you at the time this letter was sent out have any statement or any list 
of the actual amount of stock owned by each member of the stock- 
holders committee ? 

Mr. Currte. I did not have it. I knew it was not large. 

Mr. Burns. And do you know whether any of these brokers or in- 
vestment houses had any written authorization from any of their cus- 
tomers who owned Puget Sound stock, to speak for them ? 

Mr. Currie. No; that is what we were trying to get. That is why 
we sent the cards out. 

Senator O’Manonery. You were trying to get a proxy? 

Mr. Currie. No. We were trying to get this. 

Mr. Burns. Mr. Currie, do you know whether Mr. William Parrott 
of Ebasco Services participated in the discussion or preparation of 
any of the drafts of this letter which culminated in the one dated 
July 20? 

Mr. Currm. Not so far as I know. 

Mr. Burns. Did you know whether he participated or was consulted 
in connection with drafts of any other letters which the committee 
sent out ¢ 

Mr. Currie. I never heard that he was. I certainly never did. 
Except for this, I believe I wrote all the letters that the committee 
sent out. 

Mr. Burns. Did this committee send out a letter to stockholders in 
November 1953, shortly after Puget announced that it was not going 
to extend the time for completion of the merger agreement? 

Mr. Currie. Yes, sir. 

Mr. Burns. And did you prepare that letter at that time? 

Mr. Currie. I did. 

Mr. Burns. Was that prepared in consultation with other members 
of the committee ? 

Mr. Currie. I circulated it for comments after I wrote it. There 
may have been 1 or 2 minor changes, but the letter is, for all practical 
purposes, my letter. I wrote it alone. 

Mr. Burns. Didn’t you adopt any of the suggestions that were 
made? 

Mr. Currre. I may have. I think they were minor, typographical, 
or something like that. There was one suggestion that Blyth made 
that I put in. If you showed me the letter, I can tell you. 
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Mr. Burns. I would like to have introduced into the record 
exhibit 29 a document oo of four pages, the first being a 
letter dated November 2 , 1953, on the letterhead of Blyth & Co. 
from F. L. Miller to Mr. C urrie, and ine luding three enclosures w hich 
are referred to in the letter. 

(The document referred to was marked “Exhibit No. 29,” and will 
be found in the files of the committee. ) 

Mr. Burns. I show you this exhibit 29 and ask you if you recall 
receiving that. 

Mr. Currie. Yes. 

Mr. Burns. And Mr. Miller had enclosed some suggestions which 
might be included in the letter ? 

Mr. Currtr. Yes; I just mentioned that in my testimony. 

Mr. Burns. Well, did Mr. William Parrott of Ebasco make any 
suggestions as to what should be contained in that letter? 

Mr. Currie. It says so on this ncte here. 

Mr. Burns. What does it say? 

Mr. Currie (reading) : 

Bill Parrott feels strongly that we should thank them and solicit suggestions. 


Mr. Burns. You know Mr. Parrott? 

Mr. Currie. I have met Mr. Parrott. 

Mr. Burns. So he did make suggestions, according to that exhibit? 

Mr. Currie. According to that, it is pretty obvious that we say 
“thank you.” 

Can I see the final letter that went out? I am not even sure that 
I adopted it. 

Mr. Burns. May we mark for the record as exhibit 30 the Stock- 
holders Committee letter dated November 27, 1953 ? 

(The document referred to was marked “Exhibit No. 30,” and will 
be found in the files of the committee. ) 

Mr. Burns. Mr. Currie, my question was actually directed 

Mr. Currie. I did adopt that suggestion. The letter concludes: 





We would like to thank you. 


Mr. Burns. So that refreshes your recollection that suggestions 
made by Mr. Parrott did find their way into Stockholders Committee 
letters which were sent out by you? 

Mr. Currie. It refreshes my recollection that this suggestion did 
find its way in. I don’t know of any others. 

Mr. Burns. You don’t recall any others ? 

Mr. Currier. I find it hard to take exception to the suggestion. 

Mr. Burns. We didn’t ask you about that. We were trying to 
refresh your recollection, since you didn’t seem to recall that Mr. 
Parrott had ever made any suggestions. 

Mr. Currie. He didn’t make it to me. This is a handwritten note 
on page 3 of a 4-page letter to me that was dated 2 years ago, so you 
will forgive me for not recalling, 

Mr. Burns. At the time that the suit. was started, I believe in No- 
vember of 1953, which culminated in the final order of the court in 
June 1955 the active participants in the Stockholders Committee were 
all brokerage and financial houses; were they not? 

Mr. Currie. All but one. Mr. Murphy’s firm, Ogleby, Norton & 
Co., was not a brokerage and financial house. 
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Mr. Burns. Some of them, at least, did own stock in their own 
names in Puget, either through the firms or individual members ¢ 

Mr. Currie. Yes. 

Mr. Burns. Under the law as you understood it, were these invest- 
ment houses or broker stockholders entitled to sue in the Massachu- 
setts court and obtain the stockholders’ list ? 

Mr. Currie. That was my opinion, and the Supreme Judicial Court 
of Massachusetts has unanimously agreed with it, since. 

Mr. Burns. Then why did you find it necessary to add a great many 
other names so as to end with a total of 82 plaintiffs ¢ 

Mr. Currte. We didn’t find it necessary. We just thought it looked 
rather impressive to go into court and show that you had not just one 
isolated, disgruntled stockholder, but a mass of stockholders who 
wanted this list. 

Mr. Burns. Would it have made any difference if, as a matter of 
law, these investment banking houses had a right to the stockholders’ 
list, whether you had others or not? 

Mr. Currie. Not as a theoretical matter of law, but as a practical 
matter it did. 

Mr. Burns. In what way did it make a difference ? 

Mr. Currier. Theoretically, the holder of one share of stock is 
entitled to inspect the stockholders’ list. He is not entitled to the 
stockholders’ list if he wants it for some purpose that is not in the 
interest of the corporation. It seems to me that, as a practical mat- 
ter, it might be easier to argue that the holder of one share of stock is 
not in good faith in seeking the stockholders’ list because his invest- 
ment in the corporation is so small that it seems rather stupid of him 
to waste thousands of doilars to protect an investment of $20. 

However, if you come in with a group of stockholders ‘who, in the 
aggregate, have an investment of a million dollars, their good faith 
in spending a few thousand dollars to protect their investments seems 
quite obvious. 

Mr. Burns. Then, wouldn’t it have been sufficient to show that this 
group of investment houses, through their ownership of stock, and 
representing their customers, represented 25 percent of the stock, as 
you stated they did at one time? 

Mr. Currie. This was just another way of showing what you rep- 
resented. We got them to sign a demand. 

Mr. Burns. Wasn’t the real reason that if the only stockholders 
suing for the list were these investment brokers and investment bank- 
ers who were the ones really interested, that the court might assume 
that they had some other motive, such as working in the interests 
of Washington Water Power Co., and that that might affect the 
court’s decision ? 

Mr. Currtge. Could I have that question read back ? 

(Question read.) 

Mr, Currie. That is a rather complex question. I will have to 
paraphrase an answer to it, if you will permit me. 

In point of fact, the suit was prosecuted to a conclusion by two 
petitioners, both of whom were members of the stockholders com- 
mittee. The issue which was litigated in that matter, and which was 
decided by the. court, involved the right of this stockholders commit- 
tee to get the list. It has been passed on by the Massachusetts court. 
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That is why I suggested to you yesterday that you introduce the 
decision in the rec ord. 

Mr. Burns. But at the time you brought the suit, wasn’t it your 
opinion that if the only plaintiffs were the few investment brokers, 
whom you now say the court held could have obtained it anyway, had 
been the only plaintiffs, that the court might have assumed that 
they were representing Washington Water Power and that that might, 
as a practical matter, affect the court’s decision ? 

Mr. Curm. Mr. Burns, I can’t hazard a guess as to what the 
court might assume. I suppose that no two lawyers in the world 
would agree unanimously on any question of trial tactics. All I can 

say is the way that suit was brought, the way it was presented, the 
way it was tried, represented the way I thought would be the way to 
win it. I was right. We won it. 

Mr. Burns. Perhaps you didn’t understand my question. I didn’t 
ask you what the court might assume. I asked you what your views 
were at the time. 

Mr. Currie. I can’t go back and tell you why I did things in a 
certain way. I thought this was the way to do it. 

Mr. Burns. You mean, you can’t recall whether at that time it was 
your view that it was very desirable to get a lot of individual stock- 
holders, because if only a few bankers or brokers were the plaintiffs, 
the court might assume that they were looking out for the interests 
of Washington Water Power Co. ? 

Mr. Currie. No; I don’t think I thought that at all. I thought 
it would be highly desirable and very impressive to the court to go 
in there with a lot of petitioners owning a lot of stock. 

Mr. Burns. But the possibility that, if you didn’t make such an 
impression with a large number of stockholders, the court might 
assume that the few brokerage houses were working in the interest 
of Washington Water Power Co. wasn’t one of the factors which 
you considered ? 

Mr. Currie. In any litigation there is always a possibility that one 
might lose. What you are suggesting, I think, is: Did you consider 
the possibility that you might lose the suit? Yes; I considered that. 

Mr. Burns. I don’t think that is a fair characterization of my 
question. I have asked you the same question several times. I will 
try to make it simple. 

Did you, at the time that you were preparing to file the suit, make 
a statement to anybody that it would be very desirable that you get 
a great many individual plaintiffs because, if only a few plaintiffs 
were stockholders and brought the suit as stockholders, the court 
might assume that the Washington Water Power Co. was the real party 
in interest as far as these plaintiffs were concerned ? 

Mr. Currie. I may have said something like that, all except the 
word “assume.” I don’t think I would ever say the court might 
assume. If I said anything like that, I would say the court might find. 

Mr. Burns. Does that make a difference? 

Mr. Currie. Yes. It is sort of more respectful to the court. 

Senator O’Manoney. Let’s rephrase it in a different way. 

Did you mean, perhaps, that unless a larger number of actual stock- 
holders were brought in, it would appear on the face of the case that 
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the Washington Co. and not the Puget Sound stockholders was the 
real party in interest ¢ 

Mr. Currie. I knew that defense would be raised by the manage- 
ment because they raised it in all previous litigation we had. They 
always have. 

Senator O’Manoney. It was such a perfectly obvious thing to do. 
You anticipated that would result, unless these stockholders were 
brought in as plaintiffs? 

Mr. Currie. Well, it was always a possibility. 

Mr. Burns. May we mark for the record as exhibit 31 a copy of 

letter dated November 25, 1953, from Francis Currie to William 
J. Collins? 

(The document referred to was marked “Exhibit No. 31,” and will 
be found in the files of the committee. ) 

Senator O’Manoney. Mr. Burns, before you proceed to that phase 
of it, I have been examining the letter of Mr. Miller dated November 

), 1953, to Mr. Currie, suggesting certain modifications of a letter 
that he was to send to the stockholders of Puget Sound Power & Light 
Co. The letter of Miller is exhibit No. 29, and the letter of Mr. Currie 
is exhibit No. 30. 

You have had the opportunity to see it? 

Mr. Currte. I have seen it, sir. 

Senator O’Manoney. I note that one of the suggestions contained 
in this letter by Mr. Miller for inclusion was one suggested by Carl 
Krown for a rewrite of a paragraph. Who is Carl Brown? 

Mr. Currte. He is a partner of Laurence M. Marks & Co. Mr. 
Marks is the chairman of the committee. 

Senator O’Manoney. This reads: 

Despite this setback to our plans, your committee has not and will not abandon 
its plans to bring about a merger with Washington Water Power Co. on terms 
satisfactory to the Puget Sound stockholders. Happily, we are able to report 
that the management of Washington Water Power has announced that it is 
ready to work out and consummate a merger with Puget in the interests of the 
companies, the employees, and the public. 

Despite the unwillingness of Puget’s directors to extend the merger agree- 
ment, we will continue our efforts to seek a merger proposal that will merit the 
favorable action of the Puget stockholders when they are given that opportunity 
to express their wishes which cannot forever be denied them by an arbitrary 
management. 

I find as the concluding paragraph of the letter signed by you, 
exhibit No. 30, the following paragraph: 

The committee would like to take this opportunity to thank all those stock- 
holders who have supported its efforts. It cordially solicits from stockholders 
their views and suggestions. This committee will continue to work for the best 
interests of the Puget Sound stockholders and will report to the steckholders from 
time to time on the progress of its activities. 

Was that the result of this suggestion of Mr. Brown’s? 

Mr. Currir. In part, yes. 

Senator O’Manoney. What is your interpretation of the concluding 
sentence: 
This committee will continue to work for the best interests of the Puget Sound 
stockholders and will report to the stockholders from time to time on the progress 
of its activities. 

What was intended to be conveyed to the stockholders by that 
sentence ? 
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Mr. Currie. That the committee was interested in a merger, that it 
was going to keep on working for a merger, and, as developments 
warranted, we would tell the stockholders about it. 

Senator O’Manoney. Wouldn’t the stockholder who received this 
letter be entitled to reach the opinion from this last sentence that this 
committee was working solely for the best interests of the Puget 
Sound stockholders, that it was in fact a committee which had no 
interest in the world except the interest of the Puget Sound stock- 
holders 4 

Mr. Currie. No, sir, I don’t think anyone would be justified 
drawing that conclusion. The men had to make a living. This 
wasn't a full-time career with them. This committee wasn’t a full- 
time career for any of the people. 

Senator O’Manoney. I think you are evading my question, sir. 
‘There was no intimation that it was a full-time career. We are here 
discussing letters which were sent to stockholders. One letter, it has 
been testified, was finally put out in the form in which it went out by a 

public relations committee or agency, which had no interest in the 
Sie ‘ld except to be a persuasive advocate of a certain proposal. That 
was an effort to personalize the appeal, as Mr. Borneman testified 
yesterday. It was an effort to put this appeal from the committee to 
the stockholders upon the basis of you and me. In other words, it was 
to convey the impression that it was, in fact, your committee, meaning 


the committee of the stockholders. The last sentence in the letter 
reads: 


This committee will continue te work for the best interests of Puget Sound 
stockholders and will report to the stockholders from time to time on the prog- 
ress of its activities 
What the committee was actually saying, without making it clear in 
the letter, was that it would work for the best interests of the Puget 
Sound stockholders if those interests conformed to the interests “of 
Washington Water Power and the investment houses which have 
constituted this committee. 

Mr. Currie. I can’t agree to that, sir. 

Senator O’Manonry. It seems to me that that is perfectly plain on 
the record set forth here. 

Mr. Currie. I think the record will have to speak for itself, sir. 

Senator O’Manoney. Oh, yes; of course it will. 

Here is suggestion No. 2: 

Bill Parrott feels strongly that we should thank them and solicit suggestions, 

That No. 2 is suggested as a replacement for the last paragraph. 
That suggestion was adopted, wasn’t it? 

Mr. Currie. Yes, sir. 

Senator O’Manonry. Because the last paragraph: 

The committee would like to take this opportunity to thank all those * * * and 
it cordially solicits from stockholders their views and suggestions— 

You knew Mr. Parrott? 

Mr. Currte. I met Mr. Parrott. 

Senator O’MAnonry. You knew his associations? 

Mr. Currie. I knew he was with Ebasco Services. 

Senator O’Manonry. You knew he was with Ebasco Services? 
Mr. Currie. I knew that. 
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Senator O’Manoney. So a suggestion from Ebasco Services, pe issed 
on at the suggestion of Mr. Fred L. Miller of Blyth & Co., was incor- 
porated into the letter to the stockholders which was se nt out to the 
stockholders under your signature / 

Mr. Currie. Yes: I thought it was a good suggestion. 

Senator O’Manonery. Yes: a good suggestion. No doubt it was, for 
the purposes for which the letter was written. 

Mr. Burns. This exhibit 31 states in part: 

Theoretically, any stockholder has a right— 


Senator O’Manonry. Mr. Dean, will you whisper to me, too? 

Mr. Dean. I pags to Mr. Currie that I thought what you were f talk- 
ing about was a suggestion made in 1953, and Mr. Currie’s letter was 
dated July 20, ‘95S 

Mr. Currir. No; this is a letter of November 1953. 

Senator O’Manoney. It is a different letter. 

Mr. Dean. Excuse me. I am always delighted to say anything to 
you, Senator O’Mahoney. 

Senator O’Manonry. I like to give and take, Mr. Dean. 

Mr. Burns. Mr. Currie, this letter from you to Mr. Collins in No- 
vember 25, 1953, stated: 

Theoretically any stockholder has a right under Massachusetts law to inspect 
the stockholders’ list; however, the corporation's management can resist such 
inspection on the ground that the stockholder is not acting for a proper cor- 
porate purpose; i. e., charging that the stockholder is, in effect, a tool of Wash- 
ington Water Power. In order to eliminate the possibilities of this defense and 
to make an impressive showing in the Massachusetts court, we wish substantial 
stockholders from all sections of the country to join in the application for 
inspection. 

Do you recall making that statement in this letter? 

Mr. Currier. I do, yes, sir. I think it is a good law, too. 

Mr. Burns. I don’t think that we are discussing the Massachusetts 
law at the moment. We are discussing Federal laws with respect 
to mergers. 

May I have marked as “Exhibit 32” a letter dated May 17, 1955, 
from Mr. Currie to Richard S. Nye? 

(The letter referred to was marked “Exhibit 32,” and will be found 
in the files of the subcommittee.) 

Mr. Burns. This letter states: 

I enclose a copy of the opinion of the Supreme Judicial Court of Massachusetts 
in the Puget Sound matter , and a copy of the brief for the petitioners. 

As I told you on the telephone, I think this opinion is significant, since it is 
the first decision by any court of last resort which sustains the prevalent 
practice whereby a stockholder of record seeks a stockholders’ list for the 
avowed purpose of turning it over to a committee of nonstock holding securities 


dealers who plan to run a proxy contest against the management in the 
interest of the committee’s customers. 


That was the letter that you referred to, was it not? That was 
the statement you previously referred to about your interpretation of 
the holding. 

Mr. Curriz. I had mentioned here that is the effect. of the decision. 
That is why I suggested perhaps the decision should be introduced 
in the record. 
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Mr. Burns. So that you felt that that decision enabled this com- 
mittee, though it consisted of nonstock holding securities dealers, to 
send out the letter as the stockholders committee ? 

Senator O’Manoney. I hope when you say “this committee,” you 
will always say “this stockholders committee.” I don’t want any 
misinterpretation of our identity. 

Mr. Burns. Thank you, sir. 

Mr. Currie. I think there is a pending question. 

(The pending question was read by the reporter. ) 

Mr. Currie. No. I think that that decision enabled this committee 
to obtain the list of stockholders. 

Mr. Burns. But you did feel, though, that your group was a com- 
mittee of nonstock holding securities dealers ? 

Mr. Currier. Substantially. There were some stockholders. The 
effect of the decision was to enable nonstockholders to have access 

Mr. Burns. That by itself did not give this group authority to 
send out a proxy solicitation under the SEC rules. 

Mr. Currie. Oh,no. I didn’t say so, did I, in that letter ? 

Mr. Burns. No, I haven’t said you did. 

With respect to this July 20 letter which you finally sent out, was 
there any one author that was principally responsible for the final 
letter ? 

Mr. Currie. If so, he is some anonymous employee of Albert Frank, 
Guenther—Law. The form of the final letter came from that office, 
and I don’t know who composed it over there. 

Mr. Burns. Didn’t you check the final letter ? 

Mr. Currie. Yes; I checked it, but I wasn’t the author. 

Mr. Burns. You mean that there was such substantial revisions in 
the draft that were submitted to this public relations firm that you 
considered the employee of Albert Frank, Guenther—Law the author 
of the letter ? 

Mr. Currte. Yes. The form was entirely different from any pre- 
vious draft. 

Senator O’Manonry. But it was approved by you and it was ap- 
proved by the committee. 

Mr. Currie. Yes. 

Senator O’Manoney. No matter who the author was, it was the 
committee’s letter. 

Mr. Currte. Yes. 

Senator O’Manoney. It was distilled out of the various suggestions 
and the innumerable drafts that had been submitted ? 

Mr. Currie. Yes, sir. 

Mr. Burns. I would like to have marked as “Exhibit 33” a letter or 
form addressed to the stockholders of Puget Sound Power & Light Co., 
by Frank McLaughlin, president, dated July 28, 1955. 

(The document was marked “Exhibit 35,” and will be found in the 
files of the subcommittee. ) 

Mr. Burns. Did you see a copy of this letter shortly after the date 
stated on it? 

Mr. Currie. Yes, shortly after. I cannot say precisely when. 

Mr. Burns. I will read part of this into the record starting with the 
third paragraph: 





Puget’s operations are centered in the Puget Sound region of western Washing- 
ton—Washington Water Power’s in eastern Washington and northern Idaho. 
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hus, the principal service areas are far removed from each other geographically 
ind set apart by the Cascade Mountains. 

Due to the basic conflict of interests and intense rivalry between eastern and 
vestern Washington, and other factors, the 1953 merger proposal engendered 
strong and widespread opposition in western Washington. When the twice-ex- 
tended merger agreement expired by its own terms in November 1953, it was being 
litigated in the State courts and further action threatened up to the Supreme 
Court of the United States. Accordingly, we do not believe that a merger can be 
accomplished, and it seems clear that any such attempt would be an ill-fated 

enture, 

It is our considered opinion that because of the foregoing, and other considera- 
tions, the committee’s current solicitation of stockholder support to resurrect a 
merger is in utter disregard of the best interests of Puget stockholders. 

We feel you should know that in our opinion the letter of this minority group 

s gravely misleading in many important respects and omits much vital informa- 
tion. So far as we are aware, this group does not own beneficially any consider- 
able amount of Puget stock, and our records indicate a large decrease in their 
ecord holdings in the last 2 years. The two prime movers in the committee are 
tinancial houses and stock brokerage firms that have in recent years placed large 
securities issued for Washington Water Power, which your management believes 
is eager to take over Puget’s properties and customers under the guise of a 
merger. These firms have admitted they expected to derive substantial fees and 
other possible financial benefits from promoting the previous merger proposal. 

Your management will send you shortly reliable information as to this com- 
mittee, its origin and motives. You are urged to await the receipt of such com- 
munication and not to send to the committee the card it has requested you to 
sign. In our opinion, this committee is attempting to obtain these cards so that 
tcan claim to speak for stockholdings more substantial than its own insignificant 
amount. We believe you will want to be in possession of all the material facts 
before you act or, if you have already acted, you may wish to recall your signature 


In vour discussions with the SEC before or after you saw a copy of 
this letter — 

Mr. Currie. Before. 

Mr. Burns (continuing). Did the officials of the SEC point out to 
you or discuss with you any respects in which they considered your 
letter of July 20 contained any statements that might be misleading 
or that there were any omissions that should be cont: ined therein ? 

Mr. Currie. W e never got to that. I discussed and argued solely 
on the question that we weren't soliciting proxies. If we were not 
soliciting proxies, it was immaterial to consider what the SEC proxy 
rules provide. There is no question we had not complied with the 
proxy rules. I hadn’t even filed it. 

As a matter of fact, if you want to be technical, I think this letter 
of McLaughlin is a violation of the proxy rules. It is a request for 
i revocation. If our letter constituted a solicitation of a proxy, his 
letter requested revocation. It is not accompanied by a proxy state- 
ment. That isa violation of the proxy rules. 

Mr. Burns. At the time that you prepared the letter and sent it 
out, you did anticipate that there might be some difficulties with the 
SEC; did you not ¢ 

Mr. Currie. I insist that they did, that there would be complaints 
made and the Puget Sound management is a very resourceful one that 
ivails itself of all possible devices. 

Mr. Burns. Well, in view of the fact that you anticipated that the 
SEC might disapprove of the letter, why did you not include in the 
etter the sort of information which you believed would meet the 
degree of objection ? 
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Mr. Currre. That would not have met the SEC objections, even if 
it had been included, because we did not intend to file it. We were not 
soliciting proxies. We did not want to solicit proxies. Therefore, 
to go through the motions of complying with the SEC proxy rules 
would create an entirely misleading impression. 

Mr. Burns. But you were trying to persuade the stockholders of 
Puget Sound to adopt a certain position; were you not! 

Mr. Currie. Yes, to express themselves as in favor of it. 

Mr. Burns. You were doing it in two steps. First, you wished to 
persuade them, and after you were sure you had enough of them 
persuaded, then the next step would be a solicitation of proxies ? 

Mr. Currie. Except we would get a merger proposal that could 
be voted on. 

Mr. Burns. And then there would be a solicitation of proxies? 

Mr. Currte. Yes, but at that stage the solicitation Lachine the 
management solicitation, because there could be no merger proposal 
until the management has agreed to it. Then the management pre- 
sumably would solicit the proxies, not the committee. 

Mr. Burns. Was not the sole purpose of this proceeding to oust 
the management ? 

Mr. Currie. By that letter? No. 

Mr. Burns. The whole proceeding—not that one, the letter—the 
entire proceeding—the entire efforts of the committee of which you 
were secretary / 

Mr. Currie. No, no. The effort was to bring about a merger. At 
one stage it appeared that the only way in which that merger could 
be accomplished would be to oust the management. 

Mr. Burns. At the time that this letter was sent out, what was the 
method that you expected to be able to follow ? 

Mr. Currie. I would say that the only method that could be fol- 
lowed would be this, at that stage, if a sufficient interest was generated 
among the stockholders, we might be able to prevail upon Washing- 
ton Water Power to make an offer of merger, that would be so at- 
tractive that even Mr. McLaughlin would like it. 

Mr. Burns. You mean 

Mr. Currier. Probably a forlorn hope, but that was the hope. 

Mr. Burns. You mean that that committee did not intend to present 
such merger to the stockholders in solicitation of proxies in order to 
oust the management and to put in a management which would be 
sympathetic to the merger ? 

Mr. Currte. I think you have a double question there. Could you 
read that again? 

Mr. Burns. Well, suppose you take them apart, and answer each 
of them. 

Mr. Currie. This committee did not intend to solicit proxies for a 
merger. It couldn’t. You have to have a specific merger proposal 
which has been agreed to by the boards of directors of two corpora- 
tions before it can be submitted for a stockholder vote. That is a 
matter of corporation law. 

So that there was no such proposal which could be voted on. So 
we could not solicit proxies for it. 

Secondly, we did not intend, as a matter of policy, we reached the 
decision we did not intend to run a proxy contest to oust the manage- 
ment at the meeting which was to be held in October. 
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Mr. Burns. Going back a few months, during the time that this 
suit was pending, was not the testimony that was offered on behalf 
of the stockholders at the trial in Massachusetts—did they not state 
that the purpose they wanted the stockholders’ list for was to oust 
the management and get one that would vote for the merger? 

Mr. Currie. That was perfectly true, as of February 1953, which 
was the date of that testimony. 

Mr. Burns. You mean that was no longer true after that date? 

Mr. Currte. It was no longer true. There had been a substantial 
change in position in the year ‘and a half. Market prices had changed. 
There were many other circumstances that had changed. 

Mr. Burns. So that there was no expectation after February 1953 
of attempting to oust the management 4 

Mr. Currie. I can’t tell at what time the circumstances changed 
sufficiently, but by this summer it had changed sufficiently. 

Senator O" eee At one time it was the purpose ? 

Mr. Currie. Yes, at one time; yes. 

Senator 0’ kasapi And as shown by the letter 

Mr. Currre. Yes. 

Senator O’Manoney. Introduced yesterday from Mr. Borneman to 
Mr. Reno Odlin, I believe his name was, president of a bank in the 
Northwest, in which Mr. Borneman submitted a list of names on “our 
slate,” for the directors, and which also contained the suggestion that 
the gentleman to whom the letter was addressed, namely, the banker, 
would be the ideal choice for president or chairman of the board or 
whatever the leading position might be deemed to be. 

Why was there a change of attitude?) Did Mr. McLaughlin become 
more compliant with the purposes of the stockholders committee? 

Mr. Curriz. No, he did not. 

Senator O’Manonry. The stockholders committee representing 
themselves to be spokesmen for the stockholders of Puget Sound and 
working in their interests were at one time, at least, doing their best 
to change the management ? 

Mr. Currtg. Yes, sir. 

Senator O’Manonry. And they were doing this without proxies? 

Mr. Currie. Yes, sir. 

Senator O’Manoney. They were doing it in a manner which made 
it, in your opinion as a lawyer, unnecessary to submit the letter of 
solicitation to the SEC ? 

Mr. Currig. No, sir; I think you have the times a little confused on 
that. At the period, this letter, which has been discussed, and which 
is exhibit No. 1 here, is dated July 20, 1955—at that time this com- 
mittee was not engaged in any efforts to oust the management. 

Senator O’Manonry. W ell, but you testified that Mr. “Me Laughlin 
had not made any change. 

Mr. Currre. No; but the market had changed, and other circum- 
stances of that sort had changed, which made it, in our judgment, 
somewhat 1 imprac tical to run a proxy contest. 

Senator O’Manoney. I see, you abandoned the proxy idea because 
of the impracticality ? 

Mr. Currre. Yes; at that time. 

Senator O’Manoney. But the general objective, which was to pro- 
mote a merger, was not abandoned ? 

Mr. Currie. "No; not as a long-term goal. 
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Mr. Burns. As a result of your discussions with the SEC, you sent 
out, as the stockholders committee, a letter dated August 5, 1955, 
which has been marked “Exhibit No. 4.” 

Mr. Currir. Yes. 

Mr. Burns. Before sending out that letter, did you consult with 
Mr. Robinson ? 

Mr. Currir. No. 

Mr. Burns. Did any of the members consult with Mr. Robinson ‘ 

Mr. Currts. Not so far as I know. 

Mr. Burns. Was any decision made by the committee, or by you, 
prior to sending out the letter of August 5, as to whether the com- 
mittee would continue its efforts to promote the merger ? 

Mr. Currizr. There was not any formal decision; no. I discussed 
that with a number of members of the committee and said, “This is 
your alternative—you can either send this out, or we start litigating. 
Do you think it is worthwhile to litigate?” 

Mr. Burns. What was the cone lusion ? ¢ 

Mr. Currie. The conclusion was that they did not think it was 
worthwhile. It would waste a lot of money on a matter of principle. 

Mr. Burns. Did they indicate that Mr. Robinson did not feel that 
they should litigate? 

Mr. Currie. No: no one indicated that. 

Mr. Burns. Well, did anyone report to you whether there had been 
any conversation with Mr. Robinson about the merger ? 

Mr. Currie. No; no one reported to me. The conversations were 
entirely, so far as I know, with me, and I put it on a straight financial 
basis. I said, “I think I can win the litigation eventually. T also 
told you I thought we could get the stoc kholders list, but it took a 
year and a half, and $15,000 to prove that I was right. Do you want 
to start this all over again?” 

Mr. Burns. Well, did Mr. Robinson indicate to you, or members 
of the committee who reported to you, that he did not feel that the 
time was propitious to continue these merger attempts ? 

Mr. Curriz. He did not indicate it to me, because I did not talk 
to him. I do not know what he—whether anybody else talked to him 
or what he may have said. 

Senator O’Manoney. Do you want the committee to understand 
that you, as secretary and legal adviser to the committee, were unaware 

of whatever re present: \tions were made to Mr. Robinson by other mem- 
bers of the committee, or by Mr. Robinson to members of the com- 
mittee—you were utterly unaware of that, were you / 

Mr. Curriz. He is speaking of a very narrow period, about the time 
this letter was sent out. 

Senator O’Manuoney. I understand. 

Mr. Currie. As of that time I was unaware, yes, of any discussions. 
Frankly, if Mr. Robinson thought at the time it was unpropitious, it 
would not surprise me. I thought So, too. 

Senator O’Manonry. Well, do you want the committee to under- 
stand that, so far as you are concerned, Mr. Robinson was as unaware 
of w _ was being done by the committee ? 

Mr. Currtr. So far as I was concerned, he did not know anything 
about = at letter going out. 
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Senator O’Manoney. All right. Was he, after and before that 
letter went out, in the similar condition of lack of knowledge as to 
what your committee was doing? 

Mr. Currie. No, no, because there had been discussions with him. 
There had been discussions with him earlier this summer. We have 
got the stockholders’ list now. Now it is time to make a merger pro- 
posal. We have got to have something that we can work on. 

Senator O’Manoney. Were you not working in complete harmony 
with Robinson ¢ 

Mr. Currie. I do not know what you mean by “harmony.” Har- 
mony assumes that you are working in close collaboration. And that 
was not so. 

Senator O’Manonry. Well, you were working for a merger? 

Mr. Currie. Yes. 

Senator O’Manonry. That merger was concerned with an absorp- 
tion of Puget Sound by Washington Water Power in one way or an- 
other 4 

Mr. Currirz. Well, that depends on the terms of the merger agree- 
ment, as to which absorbs the other, or whether you form a new com- 
pany. 

Senator O’Manonry. It was in a fluid state ? 

Mr. Currie. Yes. 

Senator O’Manoney. You were trying to bring the two—— 

Mr. Currie. Together. 

Senator O’Manoney. The two units together ? 

Mr. Currie. Yes, sir. 

Senator O’Manonry. Now, do you want the committee to under- 
stand that Mr. Robinson did not know about this ? 

Mr. Currte. He certainly knew about the committee. He had 
come to several meetings some years ago, but he has been there—I 
tried to get him to a meeting early this summer, but he could not 
come, 

Senator O’Manonry. Was he not privy to this thing? 

Mr. Currie. What, sir? You mean, to the fact that we were work- 
ng for a merger ? 

Oh, yes, he knew we were wor king for a merger. 

Senator O’Manoney. Did he know all of the methods that you were 
using 4 ; 

Mr. Currie. I doubt that he knew all of them. I doubt he knew the 
details of that letter. 

Senator O’Manonery. Did he know the essential method you were 
using, or were you keeping him in the dark as you attempted to keep 
the management of Puget Sound in the dark ? 

Mr. Currte. Sir, I am afraid that is con:pletely misleading, to say 
ve were trying to keep the management of Puget Sound in the dark. 
| made every effort to talk to every director of Puget Sound, and they 
would not talk to me. 

Senator O’Manoney. Did you make any effort to talk to Mr. 
Robinson ? 

Mr. Currre. Yes; on a couple of occasions he talked to me. We 
were trying to get a merger out of him each time. 

Senator O’Manonry. Is it not a fact that you were working with 

e complete understanding of Mr. Robinson to promote this merger ? 
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Mr. Currie. He certainly knew we were trying to promote a 
merger. 

Senator O’Manoney. Was he not willing? 

Mr. Currig. Oh, yes; there would be no point in our doing it if he 
was not. It takes two parties to make a merger. 

Senator O’Manoney. That is right—that is right. Was he not, 
and the Washington company, largely in the position of being almost 
a member of the committee itself? 

Mr. Currie. Oh, no; no, sir. 

Senator O’Maunoney. Mr. Robinson, you say, was present at many 
of the meetings? 

Mr. Corrte. No, no; I said he was present at two meetings. 

Senator O’Manonry. At two meetings? 

Mr. Currie. Yes. 

Senator O’Manoney. All right; he was present at two meetings. 

Mr. Currie. By invitation. 

Senator O’Manoney. By invitation. Did you ever invite Mr. 
McLaughlin to attend any of these meetings ? 

Mr. Currie. No; he would not even see me in Seattle, let alone to 
come to New York to see me. 

Senator O’Manonery. Well, I can understand that, Mr. Currie. 

Proceed, Mr. Burns. 

Mr. Burns. Well, in view of the fact that Mr. Robinson had been 
requested by the committee before it sent out the July 20 letter to 
indicate some likelihood of a merger proposal, did you not feel it 
desirable to consult with him after the SEC told you to withdraw 
this card which was being sent out to obtain approval or an expres- 
sion of sentiment or interest ? 

Mr. Currte. No; I did not think it was necessary. I thought it 
was entirely a decision for the committee to make as to how much 
of their own money they wanted to spend on this. 

Mr. Burns. You did not think it was necessary ? 

Mr. Currie. It was not Mr. Robinson’s money. So he was not the 
one to decide—to decide whether we would spend it or not. 

Mr. Burns. You did not think it was necessary or desirable to check 
with Mr. Robinson about what the committee should do before it 
sent out the letter of August 5? 

Mr. Currie. No, no; the alternatives, it seemed to me, were either 
send the letter or litigate. A decision of that sort, I thought, was one 
Mr. Robinson had no voice in at all. That was purely the committee’s 
decision, because it involved their own expenses. 

Mr. Burns. So any opinion of Mr. Robinson did not enter into the 
decision of the committee not to litigate? 

Mr. Currie. Not so far as I know. 

Senator O’Manonry. What type of litigation did you have in 
mind ? 

Mr. Currie. If we did not send that out, the SEC would bring an 
action for an injunction against our use of the cards which were 
solicited. 

Senator O’Manoney. You did not want to get into that entangle- 
ment ? 

Mr. Currie, I would have loved it. 





SO 1 
I 
Rol 
the 
Its 
the 
sort 
I 
affe 
sult 
h 
ago 
and 
MN 
M 
any 
son 
com 
of t 


four 
(J 
Se 








STUDY OF THE 





ANTITRUST LAWS 


Senator O’Manoney. As a lawyer, yes. 
Mr. Curr. Yes. 
Senator O’Manonry. How about as secretary ? 

Mr. Currre. Well, as secretary, my employers said they did not 
want to spend the money. 
Mr. Burns. Well, now, Mr. Currie, on August 3, 1955, which was 


prior to the time that the letter of August 5 was sent out, did you 
not make this statement : 


The SEC threatened to bring an injunction proceeding if we would not send 
out a letter disregarding the cards, and agreeing to make no use of them. Some 
of the committee, particularly Gordon, wanted to fight in court. But I suggested 
that they first check with Robinson to see what he proposed to do. Gordon talked 
with him, and Robinson said he did not consider the time propitious for merger 
negotiations, in view of McLaughlin’s objections. The committee, of course, did 
not consider the time propitious for ousting the management. In these circum- 


stances, there seemed to be no useful purpose to be gained by fighting an injunc- 
tion proceeding on a matter of principle. 


Did you make that statement ? 


Mr. Currie. If you have read it from the letter, then I did. I had 
forgotten it. 

Mr. Burns. Mr. Currie, you are an attorney. I am asking you 
whether you made the statement, not whether I read it. 

Mr. Currre. You refreshed my recollection by reading it today. 
Yes; I did make that statement. 


Mr. Burns. Do you want to change the last half dozen answers or 
so that you have made? 

Mr. Currie. I don’t think I have to. You asked me whether Mr. 
Robinson was consulted about sending out the letter of August 5, and 
the answer is, so far as I know, he was not. You read that statement. 
It says that Mr. Gordon asked Mr. Robinson something about whether 
the time was propitious for making a merger, or something of the 
sort. 

I mean, I don’t know the exact language there. It still does not 
affect my testimony that so far as I know Mr. Robinson was not con- 
sulted on whether or not the letter of August 5 should be sent out. 

Mr. Burns. Do you not recall me asking you just a few moments 
ago whether you had suggested that anybody contact Mr. Robinson, 
and you answered that you did not? 

Mr. Curriz. I really had forgotten. I had not remembered it. 

Mr. Burns. Now, you do remember that before this committee took 
any action on behalf of the stockholders, it consulted with Mr. Robin- 
son and that it was his decision which played a part in the stockholders 


committee’s decision not to proceed further. Do you wish to see a copy 
of the letter? 


Mr. Currie. Could I see it just-——— 

Mr. Burns. I will mark it as an exhibit. It will be exhibit No. 34, 
being a copy of a letter dated August 3, 1955, from Francis Currie 
to Henry M. Leen, and the paragraph I refer you to is on the second 
page. 

(The letter referred to was marked “Exhibit No. 34,” and will be 
found in the files of the subcommittee. ) 

(Discussion off the record.) 
Senator O’Manoney. May we go back on the record ? 
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Will you testify with respect to that letter ? 

Mr. Currie. Yes; I will. 

Senator O’Manonry. In other words, answer the questions now 
which have been previously asked you, with respect to the relations 
between yourself and Mr. Robinson, the committee and Mr. Robinson, 
so that this committee, the Senate committee, may have an understand- 
ing of what the situation was. 

Mr. Currie. Sure; I would be happy to. 

Senator O’Manonry. Then proceed. 

Mr. Burns. Before he does that, may we make sure that the record 
is clear with respect to any statement Mr. Currie made as to the 
manner in which the committee staff obtained the letter. 

Mr. Currie. That is all off the record anyway. 

Mr. Burns. I think it should be on the record. Mr. Mecartney says 
that Mr. Currie is in error. There are newspaper reporters present, 
and we certainly would not want to use any document that was not 
obtained with the consent of the party from whom we obtained it, 
without going through proper court authorities. 

And I would like to ask Mr. Currie whether Mr. Mecartney did not 
ask you whether he might examine your file with respect to the stock- 
holders committee, and whether you did not give him the file and 
state that you only had taken from that documents referring to your 
Boston firm which you considered privileged ? 

Mr. Currie. I took out— 

Mr. Burns. Let me finish the statement. And then after he had 
made a selection of what he wished, the documents were handed back 
to someone in your office for photostating, so that your secretary or 
anybody in your office had ample opportunity before handing the 
photostats to Mr. Mecartney to withdraw any as to which you felt 
there was any objection to their being submitted under the subpena. 

Is that not a correct statement ? 

Mr. Currig. That is a correct statement, yes. I was on vacation at 
the time. 

Senator O’Manoney. Let the Chair say that it is apparent from the 
statements of members of the staff and from the statements of Mr. 
Currie that this letter of August 3, from Mr. Currie to a member of 
the Boston firm of Burns, Blake & Rich, of which Mr. Currie is not a 
partner and not a member, was obtained from Mr. Currie’s file and 
photostated by Mr. Currie’s office force, and that Mr. Currie now has 
no objection to testifying to the committee with respect to the facts 
which produced this letter. 

Mr. Currie. That is correct. 

Senator O’Manoney. Will you not proceed, please. 

Mr. Currie. Yes; thank you. 

Mr. Burns. May I 

Senator O’Manoney. I thought that you were going to make a 
voluntary statement ? 

Mr. Currte. I thought I had made a voluntary statement. 

Senator O’Manonery. You did off the record, sir. 

Mr. Burns. I have no further questions, unless he wants to change 
some of the answers he had previously given. 

Mr. Currie. Oh, yes; I should. Do you want to go back over the 
answers ¢ 
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Mr. Burns. No; it is up to you—any that you recall, or any further 
statement that you want to make. 

Mr. Currie. My recollection of my previous testimony is that you 
were examining me specifically about the letter of August 5, and you 
asked me if Mr. Robinson had played any part in the decision to send 
that letter out. I answered “No,” that he had not, so far as I knew. 
And I still think I am technically accurate in saying that. 

You have refreshed my recollection to the effect that one member 
of the committee talked to Robinson in an effort to get a merger offer 
out of him. Mr. Robinson had said the time was not propitious. 
That apparently is a fact. 

For that reason, it seemed useless to litigate the matter further. 
So the committee at that point—the committee on its own decided to 
send out that letter of August 5, which the SEC wanted them to. 

Mr. Burns. Does the letter also refresh your recollection that it was 
you who made the suggestion that someone check with Robinson to 
see what he proposed to do? 

Mr. Currier. It does. I still do not recall that it was I that made the 
suggestion, but it certainly is quite reasonable that I did, because I 
did not think the time was propitious, either. 

Mr. Burns. That is all I have. 

(Discussion off the record.) 

Senator O’Manoney. The exhibit will be withdrawn, with the con- 
sent of counsel for the committee. But the testimony with respect to 
it stands onthe record. (Referring to exhibit No. 34.) 

(Further discussion off the record.) 

Senator O’Manoney. I do not want to go into this letter at all, 
Mr. Currie, but on the basis of the general testimony that has been 
presented here from the beginning until now, it would appear, so far as 
the committee was concerned, Mr. Robinson was consulted by various 
members, that he did attend at least two meetings of the committee. 

Mr. Currtr. May I fix the date on this also? One was February 
1953 and the other was in November 1953. 

Senator O’Manonry. And these committee meetings all had to do 
with the proposed merger ? 

Mr. Currtr. Yes. 

Senator O’Manonry. And that, finally, it was the opinion of Mr. 
Robinson that the time had not come because of developments, per- 
haps, in the stock market and elsewhere, for him to make an actual 
proposal of the terms of a merger, but notwithstanding that fact the 
stockholders committee of Puget Sound Co., the management of 
which was opposed to a merger 

Mr. Currie. Well, opposed to a merger now. Of course, not long 
ago they signed a merger agreement, agreeing 

Senator O’Manoney. That is right, but at this time opposed to a 
merger. The committee, which held itself out to be a committee of 
stockholders, had not abandoned its general objective to bring about 
that merger; is that not the fact ? 

Mr. Currie. I think that is a fair statement. 

Senator O’Manonety. That is the fair summary ? 

Mr. Currie. I believe—I have not polled them on this recently, but 
[ would say that the members of the committee still think that a mer- 
ger of the two companies is a desirable thing. 
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Senator O’Manoney. Is a desirable one? 

Mr. Currie. Desirable. 

Senator O’Manonry. So we have this situation, that at least as 
of August 1955, after the SEC had acted in directing the committee 
to withdraw its letter and give assurances that it would not use any 
cards that were received from stockholders, the management of both 
the Washington Water Power Co. and the Puget Sound Co. were 
opposed to a merger, but the committee of stockholders, set up in 
New York by the investment houses, still entertained that objective? 

Mr. Currie. No, I don’t think that is quite accurate, sir. It is not 
my understanding 

Senator O’Manonery. Has the committee—— 

Mr. Currie (continuing). That the management of Washington 
Water Power is opposed toa merger. It is my understanding, rather, 
that they do not think the time is ripe at the moment. 

Senator O’Manoney. I will accept that amendment, that they did 
not want a merger at this time. 

Mr. Currie. I think the committee agrees with that, because I do 
not think the time is propitious, either. 

Senator O’Manonry. Has the committee been dissolved ? 

Mr. Currie. No; not formally. 

Senator O’Manoney. Well, you say “not formally.” Has it been 
dissolved informally ? 

Mr. Currie. They have not had a meeting since early in August. 

Senator O’Manonry. Is there any intention to pursue this matter 
further? 

Mr. Currie. I have no instructions. 

Senator O’Manonry. As secretary of the committee and as attorney 
for the committee, you are in an ideal position, are you not, to know 
what the committee and its members have in mind ? 

Mr. Currie. I do not think they have any plans at the moment. 

Senator O’Manoney. The matter is just in abeyance? 

Mr. Currre. In sbuyasies-abaieniliee in abeyance. 

Senator O’Mauoney. It may be revived at any time? 

Mr. Curr. It might. It has been in abeyance before, and has 
come back to life again. 

Senator O’Manoney. We have, then, clearly a picture of the com- 
mittee almost exclusively composed of investment houses and their 
representatives 

Mr. Currie. I think now you can say exclusively composed. 

Senator O’Manoney. Exclusively—very good. I am glad to have 
that—exclusively of investment houses and their representatives oy 
ing to bring about a merger of two utility companies in the North- 
west—the investment houses of Wall Street seeking to promote the 
merger—that is the situation ? 

Mr. Currie. But their customers own an awful lot of those utility 
companies. 

Senator O’Manoney. Yes, yes. 

Mr. Currie. I think it is not without significance that this manage- 
ment, which is defending the interests of Puget Sound stockholders 
collectively, holds 2,100 shares—I think there is no question but what 
this committee represents far more stock than that. 

Senator O’Manoney. Well, now, that is a very interesting point of 
view. It is an interesting fact. And I would like to have it devel- 
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oped, but I am not going to take the time to do it now, but I shall ask 
you, as secretary of the committee and as legal adviser, to have pre- 
pared and submitted to this committee, the Senate committee, for its 
consideration, a list of the stockholders in Washington Water Power 
and in Puget Sound who are among the customers of each and all of 
the investment houses represented on this letterhead of the Puget 
Sound stockholders committee. 

Mr. Currtr. I am not sure that is feasible. 

Senator O’Manonry. I beg pardon? 

Mr. Currie. I am not sure that it is feasible. 

Senator O’Manoney. Why is it not feasible? You and your asso- 
ciates now for 2 days have been proclaiming that your customers are 
bona fide stockholders in Puget Sound. 

Mr. Currie. Yes. 

Senator O’Manonery. All right. Now let us see—give us the list 
of the stockholders that these investment houses represent, and give 
us the list of stockholders of Washington Water Power Co. that they 
also represent. We want to see now whether or not the investment 
houses are acting in a dual capacity. 

Mr. Currie. Well, all I can say, sir, is that I will pass that on to 


the committee. Mechanically, I a not know what the difficulties 
would be in preparing such a list. 


Do any of you know ? 

Senator O’Manonry. Well, is there any representative of Blyth & 
Co. and the office of Kidder, Peabody in the committee room ? 

Mr. F. L. Mitier. I am with Blyth & Co. 

Senator O’Manonry. Are you Fred Miller? 

Mr. Oe That is right. 

Senator O’Manioney. Do you see any difficulty in advising this 
ommittee of the number of stockholders that Blyth & Co. holds as 
ustomers or has as customers in both of these companies? 

Mr. Miuier. As of the present time? 

Senator O’Manonry. As of the present time; yes. 

Mr. Mutter. I think that is already in the record. 

Senator O’Manonry. As of the time that the letters were written. 

Mr. Mutter. I think that is also in the record. 

Senator O’Manonery. Of what company ? 

Mr. Minter. Both companies. 

Senator O’Manonny. Of both companies. 

Mr. Burns, does the staff have this list of stockholders ? 

Mr. Burns. No. What we have is a statement of amount of stock 
owned by the members of this committee, various members of the 
committee, as stockholders—the amount which they have in their 
safes for safekeeping for some stockholders, then a list of purchases 
and sales over a period of years which, of course, does not indicate 
whether any of the customers to whom they sold stocks still own it. 
So we have assumed for present purposes that all they can speak for 
is the stock which is in their own names, or in case they have written 
iuthorization from other stockholders for such stockholders. 

We do not have any list of customers. 

Mr. Currie. That was the mechanical difficulty I referred to that 
might arise. You can sell stock to a customer, and you know you 
have sold it to him. You have no assurance that he has not gone 
across the street and sold it to somebody else. 
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Senator O’Manonery. Oh, yes; of course—but we want it clear on the 
record here that the fact is that the investment houses customarily have 
in their hands and in their custody the stock of customers, some of 
which is for permanent investment or semipermanent investment, 
some of which is being held to be moved again as the market changes, 
some of which is bought for one purpose and some of which is in trust. 

We also know that the operations of the investment houses repre- 
sented upon this letterhead of the Puget Sound stockholders com- 
mittee deal in all kinds of stocks and bonds of all companies. 

So, having in mind the desire of the committee to understand 
whether or not these investment houses were acting in a dual capacity, 
what we want to know is the situation with respect to the stockholders 
of Washington Water Power and of Puget Sound, which each of these 
houses held for their customers. 

I think that can be done. It may be a little bit difficult. 

Mr. Miuier. We do not keep any records. We do not hold stocks 
for our customers. That is not our policy. We are not a margin 
house, nor are we a custodian. We would have absolutely no record 
of the stock that is held by our customers. We can make an estimate, 
which I did do, and I think 

Senator O’Manonry. Then you have no accurate records of the 
stockholders of Puget Sound for whom you were attempting to speak ? 

Mr. Miturr. There is in the record an estimate which was made 
by me after checking with my various officers, I believe in the latter 
part of 1953, where I said that we believed our stock—our customers, 
our clients held in excess of 75,000 shares. 

Senator O’Manonry. That was purely an estimate? 

Mr. Mitier. Of Puget Sound. 

Senator O’Manonry. Purely an estimate? 

Mr. Mitrer. Purely an estimate. 

Senator O’Manonry. Just an educated guess? 

Mr. Mitrer. Purely an estimate. 

Senator O’Manonry. You did not have the names, and you do not 
have them now, and you cannot get them—that is what you are trying 
to tell the committee? 

Mr. Minter. It would be extremely difficult. 

Senator O’Manoney. I beg your pardon? 

Mr. Mitier. It would be extremely difficult. 

Senator O’Manonry. How could you venture, therefore, to set 
yourself up as an actual representative of stockholders of the Puget 
Sound Co., when you did not know their names? 

Mr. Mitier. Because we sold, or the customers purchased from 
us—our clients purchased from us X number of shares. We have a 
record that those shares were purchased either through or from us. 
We have no record, however, that they are still held. 

Senator O’Manoney. Mr. Miller, you are talking about the ordi- 
nary operations of an investment house; are you not? 

Mr. Mituer. Yes, sir. 

Senator O’Manonery. That is right. But the stockholders com- 
mittee list or letter represented on its face as being a letter of actual 
stockholders of this Puget Sound Co. and not a letter of investment 
brokers. 

Mr. Mitier. We were. My firm was an owner of the stock of Puget 
Sound. 
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Senator O’Manonry. 

Mr. Minier. My firm. 

Senator O’Manoney. But what about all of this testimony about 
your earnest activity on behalf of your customers? 

Mr. Mitier. We believe that our customers, and still believe that 
our customers, own a substantial number of the shares of Puget Sound 
Power & Light. 

Senator O’Manonry. Did you ever talk with any one of them about 
this effort ¢ 

Mr. Mitier. Our clients? 

Senator O’Manoney. Yes. 

Mr. Mitier. Many times. 

Senator O’Manonry. Will you give us the names of the stockholders 
with whom you did talk ? 

Mr. Mitter. I will attempt to get the names, yes, sir. 

Senator O’Manonry. Well now—— 

Mr. Mirzer. I have to depend upon my memory in a great many 
instances. 

Senator O’Manoney. So that if your answer is typical of the situa- 
tion existing in the other investment houses, then those investment 
houses in all of this promotion scheme were depending upon the 
memory of some individual on their staff ? 

Mr. Mruizr. We are not 

Senator O’Manonry. Mr. Dean, would you like to testify ? 

Mr. Dean. What I am saying is precisely this, that Blyth & Co., Inc., 
isacorporation. Itisnota member of the New York Stock Exe hange. 
The stock standing in the name of the corporation is not good for 
delivery on the stock exchange. Blyth & Co. deals in the over-the- 
counter market, where you buy.and sell as a principal. You do not 
act as a broker. Some of the other firms on this committee are mem- 
bers of the New York Stock Exchange. And some of their customers’ 
stocks stand in their own firm names, where they may keep it in safe 
keeping, and they may have records that Blyth & Co., Inc., as a cor- 
poration, does not have. 

Therefore, Blyth & Co., Inc., records may not be representative of all 
of the records of the firms who are members of the New York Stock 
Exchange. 

Senator O’Manonry. Mr. Dean, you are personally very familiar 
with the facts which led to the adoption of the Securities and Exchange 
Act of 1935. 

Mr. Dean. I was a member of the Dickinson committee that recom- 
mended the law. 

Senator O’Manonry. And I think you had a hand in drafting that 
law. 

Mr. Dean. I did. 

Senator O’Manoney. You knew there was a great mystery which the 
small investors of the United States had never been able to penetrate 
until the Federal Trade Commission, under the motion and resolution 
of the late Senator Thomas Walsh, of Montana, and the Banking and 
Currency Committee in 1933 conducted their respective investigations ; 
that that mystery involved the manner in which the business of stock- 
holders was being conducted by the manipulators of stock in the Wall 


Your firm was? 
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Now, we have a picture presented here by the testimony of the invest- 
ment bankers and their attorney which indicates that the same mystery 
is developing again. 

The member of this banking house stands before the committee in a 
public hearing and says that he must depend upon his memory, and 
that he holds himself out 

Mr. Dean. No, sir. What he is saying is that Blyth & Co., Inc., 
records show that in 1953 they had sold upward of 75,000 shares of 
Puget Sound stock to their customers. 

Now, since every customer does not always transact all of his busi- 
ness through the same house, if the customer has personal possession of 
the stock certificate, without making a physical check and a personal 
letter to each of those customers, they can only make an estimate as of 
a particular date as to how many of those customers still retain those 
stock certificates. 

Some of the stock exchange houses are in a different position, 
because they may have safekeeping of the securities. The stock may 
stand in their names as firms, partnerships. 

Blyth & Co., Inc., I believe, by checking with their various offices, 
can give you quite an accurate estimate as to the amount of stock of 
Puget Sound or Washington Water Power that is owned by customers 
whom Blyth had sold. 

We have given you our best estimate. We have given you from our 
files, complete, so far as we can make them complete, statements of 
the stock that we own and a very substantial amount of stock that we 
believe is owned by our customers. 

Senator O’Manonry. We could take a transcript of the statement 

which you have just made and send it to the stockholders’ list, and I 
venture to say that not 1 percent of the members of that stockholders’ 
list would he technically and legally advised to a degree making it 
possible for them to understand the mystery about which we are talk- 
ing. 
What Congress is concerned about is developing a simple rule of be- 
havior by those who undertake to manage the money of other people, 
and it was for that reason, the knowledge, may I say, that you and 
others had, when the investigation of 1933 was carried out, that you co- 
operated in drafting the Public Utility Holding Company Act. 

Now, if it appears that today investment houses in New York City 
represent holding stock in various ways of two companies which they 
desire to promote into a merger, we ought to know, and the stock- 
holders ought to know just what the situation is. 

Mr. Dean. Senator, I think that this committee is entitled to get full 
and complete information, and I am sure I speak for every member of 
the committee, that we are delighted to give you all of the information 
that we possibly can. I believe we have already given to Mr. Burns— 
you will correct me if I am wrong 

Senator O’Manonry. May I say I am very pleased with the manner 
in which the various houses have cooperated. I do not want to create 
the impression that any attempt had been made to hold things back. 
Our representatives, our staff members, have gone into the offices of 
those who have been subpenaed here, and have received the informa- 
tion they sought. There has been no attempt that I know about to 
hide anything, but here is a different aspect of this matter which I 
really feel the committee should have clarified. 
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You cannot do it in testimony here now, but I do believe that these 
houses can show the committee whether or not they had among their 
customers stockholders of both of these companies that they were 
seeking to merge, while they were holding themselves out as repre- 
sentatives of stockholders of 1 of the 2 companies. 

Mr. Dean. We could do that very easily, if you would give us the 
dates and the particular times. I am sure that all of the firms would 
be glad to do it. 

Senator O’Manonry. The committee knows the dates better than I 
do, because this operation has been going on over a long period of 
years. And as your answer implies, Mr. Dean, the stockholders, the 
names of the stockholders, in the custody of these investment houses 
were constantly changing. 

Mr. Dean. That is quite correct. And if I may just say this—— 

Senator O’Manonry. So that raises the whole question of the pro- 
priety of investment houses seeking to promote mergers by an opera- 
tion such has been laid on the table here. 

Mr. Dean. I certainly think that that is a proper point of inquiry 
for this committee, but I believe that the records will show that the 
vast bulk of this Puget Sound stock was held 

Senator O’Manonry. With respect to that, Mr. Dean, I am glad to 
have you talk to us as a lawyer about some of these matters, but not 
as a witness, 

Mr. Dean. No, no; I don’t want to be a witness. 

Senator O’Manonery. We have sworn the witnesses, 

Mr. Miter. May I say this, there is in the record, I think, since 
the end of 1952 and, | earlier—I am not quite sure of the 
dates—a record of every purchase and sale of Blyth & Co. 

Senator O’Manoney. Not in this record. 

Mr. Mitter. Yes; you have that. 

Mr. Currie. Your staff hasit. It has not been introduced. 

Senator O’Manoney. The information that we have, Mr. Burns 
tells me, has nothing to do with the names, but is just a list of pur- 
chases and sales. 

Mr. Miter. That is because the staff did not wish the names, and 
that was 

Senator O’MaHoney. That may be. 

Mr. Mitter. I was going to ask you to consider that cases say 
that brokers can be held liable for damages in giving up the names 
a eo customers, unless pursuant to a subpena. There are cases 
ike that. 

Senator O’Manonry. Let me make it simple for you. I do not 
want to make any investment house liable in damages to anybody. 
Let each investment house who is represented here give us the names 
of the stockholders, not their own companies, but of the other stock- 
holders in Washington Water Power, in Puget Sound, for whom 
they acted when this letter of July 20 was sent out, that is, 1955. 

Mr. Dean. Let me just point out that as to a previous investigating 
commission, if you really want the names, nd you deem the names 
to be relevant to your investigation, and you will give us a subpena, 
we can, of course, give them to you. 

What the court cases have said was that we could be held liable in 
damages for revealing the names of customers, unless the names are 
relevant to the pending inquiry. 
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Senator O’Mauonry. I am asking for relevant names. I am asking 
for the names of the stockholders of Washington Water Power and 
Puget Sound at the time this committee of investment houses was 
seeking to promote a merger of those two companies. You were on 
both sides. 

Mr. Dean. We can supply it. All I was saying is that previously 
the staff has said they had not wanted the names. 

Senator O’Manonery. You are talking to the acting chairman of 
the committee now. Will you pardon me? Mr. Currie wanted to 
discuss something. 

Mr. Currie. May we go off the record ? 

Senator O’Manoney. Yes, 

(Discussion off the record.) 

Mr. Berman. My name is Alfred Berman, and I am associated 
with the law firm of Guggenheimer & Untermyer, Washington, D. C. 
Weare counsel for Puget Sound & Light Co. in this area. 

Since there has been some discussion by counsel for the investment 
banking houses, I take the liberty of rising to just make this one 
observation on the question that was being discussed. 

According to our information, Blyth & Co. did not own beneficially, 
at the time this letter of July 20 was sent out, any stock. And I 
think I would be interested to hear from Mr. Miller, if I am wrong 
on that. 

I understood him to say that Blyth owned stock. Our informa- 
tion is that in the past they owned a thousand or 2,000 shares, merely 
a trading position, which they traded in day in and day out, but as of 
July 20, they had no stock and were even short stock. 

Now, with respect to their customers, it may be that from time to 
time they have purchased stock for customers, but as Mr. Dean pointed 
out, Mr. Miller admitted they do not know how many of those cus- 
tomers retained the stock. They do not know how many shares they 
have any right to purport to speak for. Unless they have author- 
izations from customers to speak for them, they have no right to hold 
themselves out as speaking for customers. 

The mere fact that a customer buys stock through a brokerage house 
does not give the brokerage house the right to speak for that stock. 
Indeed, it is a violation of the SEC proxy solicitation rules to hold 
yourself out as a representative in those circumstances. 

Senator O’Manonry. Mr. Berman, wasn’t that set forth substan- 
tially in the letter of Mr. McLaughlin to his stockholers under date 
of July 28, 1955, after the stockholders committee had circulated the 
stockholders of Puget ? 

Mr. Berman. I would not know, but since Mr. Currie made the 
remark earlier that Puget’s letter, in his opinion, also violated the 
SEC proxy rules, let me point out that the letter states on its face that 
it was submitted to and cleared with the Securities and Exchange 
Commission, under the SEC proxy rule, even though it did not purport 
to solicit a proxy, any more than the committee’s letter did. 

But because it was an advance step in the contest of a proxy area, 
an arena area, Puget was willing to comply with the SEC proxy rule, 
because those rules merely require fair disclosure and the telling of 
the truth. Puget was willing to take those steps, but, apparently, the 
stockholders committee was not. 
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Senator O’Manoney. Mr. Burns tells me, Mr. Currie, that he has 
no further questions to ask of you. 

Mr. Currie. Thank you. 

Senator O’Mauoney. Shall we excuse him? 

Mr. Burns. Yes. 

Mr. Currie. Thank you. 

Senator O’Manonry. You may be excused. I thank you, Mr. 
Currie, for your responses. The committee will take a recess for 10 
minutes. 

(Short recess taken.) 

Senator O’Manonry. The committee will be in session. 

Mr. Burns, I understand you want to put some documents in the 
record. 

Mr. Burns. Yes, Mr. Chairman. Yesterday we had intended to 
call Mr. Albert Gordon of Kidder, Peabody & Co., but due to his 
absence from the country, and he was not arriving until late yesterday, 
we excused him. There were some documents which we intended to 
use with him or Mr. Borneman. And I would like to have them put 
into the record at this time. 

Senator O’Manonry. Is there anybody here representing Kidder, 
Peabody & Co. now? 

Mr. Dean. As their counsel, I have no objection to that. 

Senator O’Manonry. You are their counsel ? 

Mr. Dean. Yes, sir. 

Senator O’Manonry. Without objection, these documents may be 
marked as exhibits and entered in the record. 

Mr. Burns. Exhibit No. 35 is a letter dated January 4, 1954, from 
Frank Me ‘Laughlin to Edwin S. Webster, Jr. 

(The letter referred to was marked “Exhibit No . 35,” and will be 
found in the files of the subcommittee.) 

Mr. Burns. And I would like to have marked as “Exhibit No. 36” 
a document dated February 10, 1954, on the stationery of Reid & 
Priest, 2 Rector Street, New York 6, N. Y., signed by “Leslie J. 
Flower,” to Mr. A. E. Borneman. 

Senator O’Manonry. The document may be received. 

(The document referred to was marked “Exhibit 36,” and will be 
found in the files of the subcommittee. ) 

Mr. Burns. And as exhibit No. 37, I would like to have received a 
letter dated January 19, 1953, from Frank McLaughlin to Edwin S. 
Webster, Jr., to which is attached a statement of Frank McLaughlin 
dated January 16, 1953. 

Senator O’Mauonry. It may be received. 

(The letter referred to was marked “Exhibit 37,” and will be found 
in the files of the subcommittee. ) 

Mr. Burns. I would like to have marked in the record as exhibit 
No. 38, a document dated February 20, 1953, with typed signature 
“Alfred E. Borneman,” addressed to Mr. William MacInnes of 90 
Broad Street, New York, N. Y. 

Senator O’Manonery. It may be received. 

(The document referred to was marked “Exhibit 38,” and will be 
found in the files of the subcommittee. ) 

Mr. Burns. The next witness that I would like to call is Mr. Fred- 
erick L. Miller. 
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Senator O’Manonry. Mr. Miller is in the witness chair. 
You have been sworn, have you not? 
Mr. Miier. Yes, sir. 


TESTIMONY OF FREDERICK L. MILLER, BLYTH & CO., INC., NEW 
YORK, N. Y., ACCOMPANIED BY ARTHUR H. DEAN, COUNSEL 


Mr. Burns. Mr. Miller, what firm are you associated with? 

Mr. Miter. Blyth & Co., Inc. 

Mr. Burns. Where is its principal office? 

Mr. Minter. We have 2 principal offices, 1 of which is in the Russ 
Building in San Francisco, and the other at 14 Wall Street. 

; a Burns. And approximately how many branch offices do you 
nave ? 

Mr. Miter. Twenty-three—twenty-three offices we have. 

Mr. Burns. And do you employ salesmen ? 

Mr. Mutter. Yes, sir. 

Mr. Burns. Approximately how many ? 

Mr. Minter. I am guessing—I would think that would be in the 
nature of 150. 

Mr. Burns. Will you describe briefly the nature of the business of 
Blyth & Co. ? 

Mr. Miter. We are engaged in the investment banking business. 
We trade in securities as principal. We have a municipal depart- 
ment. I think those are our main functions. 

Mr. Burns. Was your firm a member of the stockholders commit- 
tee for Puget Sound Power & Light Co. which sent out a letter to 
stockholders dated July 20, 1955 ? 

Mr. Miter. Yes, sir. 

Mr. Burns. And which member of your firm was representing the 
firm on the committee ? 

Mr. Mitter. Edward F. Maxwell is our representative on the com- 
mittee—Edmund, I think it is. 

Mr. Burns. Is he an officer of the company ? 

Mr. Miter. He is a vice president of Blyth & Co. 

Mr. Burns. Are you an officer of the company ? 

Mr. Miter. No, sir. 

Mr. Burns. Do you have any title? 

Mr. Miter. I have none. 

Mr. Burns. Will you describe briefly what your function is or your 
position is with the firm? 

Mr. Miuuer. My principal, though not exclusive function, is the 
evaluation of securities, principally utility securities. 

Mr. Burns. Did you take any part in the activities of this stock- 
holders committee ? 

Mr. Miter. I stood in for Mr. Maxwell at meetings in New York, 
since he is domiciled in Seattle, and it was not feasible for him to be 
at these meetings. 

Mr. Burns. Is there a man named George Leib? 

Mr. Miter. George Leib is one of the founders of Blyth & Co. 

Mr. Burns. Is he an officer? 

Mr. Miuter. He is a vice president. 

Mr. Burns. And is there a person in that firm named A. J. 
Schlosser ? 
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Mr. Mitier. Yes, sir. 

Mr. Burns. What is his position ? 

Mr. Miter. He is also a vice president. 

Mr. Burns. And is there a person named Jack Hasfurther? 

Mr. Miner. Yes, sir. 

Mr. Burns. What is his position ? 

Mr. Miutrr. He is a vice president. 

Mr. Burns. Where do Mr. Leib, Mr. Schlosser, and Mr. Hasfurther 
spend most of their time? 

Mr. Minter. Mr. Leib and Mr. Schlosser principally in the New 
York office. Mr. Hasfurther is in charge of our Spokane office. 

Mr. Burns. Do you know whether Spokane is the city where the 
\Vashington Water Power has its office? 

Mr. Mutter. I know it is. 

Mr. Burns. Did you play any part in the preparation of exhibit 
No. 1, the stockholders committee letter of July 20, 1955? 

Mr. Miter. Yes; it was shown to me. I made certain corrections 
n it that I thought were pertinent. I did not do an overall writeup 
job. 

Mr. Burns. After the letter was sent out, did you ask anybody in 

our company to do anything with respect to the letter? 

Mr. Mitier. I remember, sir, that I, prior to the time the letter 
was sent out, I sent it to Mr. Maxwell in Seattle for his reaction to 
t. Mr. Schlosser also saw it, and if my recollection is correct, he 
did prepare a draft. 

Mr. Burns. What did you understand was the purpose of sending 
out that letter with the card which was to be returned ? 

Mr. Miter. Well, speaking for myself, and I believe my associates 
i Blyth & Co., we felt particularly that we had been stopped from 
ommunicating with the stockholders of Puget Sound for a period 
in excess of a year and a half, and the primary objective where I sat 
was to acquaint them with what had happened since we stopped 
sending letters. 

Senator O’Manonry. When you say “we were stopped,” who do 
you mean ? 

Mr. Mixter. I meant the stockholders committee had been stopped 
because of legal matters. 

Mr. Burns. Was there any discussion in your firm as to whether 
iny effort should be made to aid the stockholders committee in ob- 
taining signatures from stockholders? 

Mr. Mixxer. Oh, yes, sir. 

Mr. Burns. What was done? 

Mr. Mitier. We had, in my absence from the office, we had pre- 
pared a list of the stockholders of Puget, I believe, owning 100 shares 
or more, and had sent them to, I think this is correct, to San Francisco, 
Seattle, and Chicago, telling the men in charge of the offices that this 
list was being sent for the purpose of contacting those stockholders 
who were friends and customers of Blyth. 

Senator O’Manonery. How did you prepare that list ? 

Mr. Miiuer. It was taken from the stockholders’ list itself. 

Senator O’Manonery. Did you ever make any comparison of that 

ist with your customers? 

Mr. Mitier. I did not, sir. I know of no one in Blyth that did. 
It may have been done. 
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Senator O’Manonry. You would know if it had been done—I think 
you would know it. 

Mr. Mixer. I would not, sir, if it was done in Chicago or if it was 
done in San Francisco or Seattle. I do not know that it was done in 
New York. 

Mr. Burns. Do you know whether the request to contact the stock- 
holders was limited to those who had purchased stock through your 
company or was it to contact all of the stockholders in those re- 
spective areas whom the salesmen could reach ? 

Mr. Mituer. I think the intent was to contact those that were 
customers of Blyth and had purchased the stock through Blyth. 

Mr. Burns. Was there any limitation placed upon the salesmen 
who were told to contact the stockholders as to whether they should 
only contact those who were customers ¢ 

Mr. Mixer. I do not know, sir. I had nothing to do with 1 

Senator O’Manonry. Did I understand you to say that it was the 
purpose to contact the stockholders on this list who were customers 
of Blyth? 

Mr. Minier. I said I think friends and customers of Blyth. 

Senator O’Manonery. Will you read the answer of the witness to 
the question of Mr. Burns, please, Mr. Reporter ? 

(The answer was read by the reporter as follows: “I think the 
intent was to contact those that were customers of Blyth and had 
purchased the stock through Blyth.”) 

Mr. Minier. I apologize. 

Senator O’Manonery. If you had that purpose at that time to make 
the contacts mentioned in that response, how is it that you now say 
that it is difficult to give the names of the customers of Blyth who 
were stockholders in P uget Sound ? 

Mr. Mitier. Well, it is difficult for us to get the stockholders, the 
customers of Blyth, who are now holding, because we have a record 
only of those, to the best of my knowledge, of those to whom we sold, 
but we have no record, necessarily, of those who had sold. 

Senator O’Manonry. It was easy then, but it is difficult now? 

Mr. Miter. No; the intent—they were customers of Blyth, and they 
had purchased the common stock through Blyth. We considered them 
to be customers of ours. 

Mr. Burns. Well, did you not really want your branch offices to 
contact every stockholder they could find whose name was on, your 
list of shareholders owning 100 shares or more ? 

Mr. Mituer. It would seem to me that the best results that could 
be achieved by Blyth & Co. would be to contact those to whom we had 
sold the stock many times on our recommendation as to the attractive- 
ness. That was the principal objective. 

Mr. Burns. When you sent out this list to the branch offices, there 
was no request that they simply speak to those whom the firm’s records 
showed had previously purchased stock through Blyth, and not con- 
tact other stockholders whose names happened to be on the list ? 

Mr. Mitxier. I do not know that there was any limitation. I have 
no recollection of any memorandum going out with it. One may have 
gone. 5 

I think I should say here that there are a number of events which 
you may touch upon with which I am not familiar, because I spend a 
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creat deal of my time on the wing—hazarding an opinion, in 1953-54 
perhaps 30 percent of the time. I did not authorize the preparation 
of the list. 

Mr. Burns. Of the list? 

Mr. Mitier. Since I was—that is correct—taking off the names—— 

Mr. Burns. But did you send the list out, after it was prepared, 
of these branch offices or did you send any memorandum to these 
branch offices suggesting that salesmen contact stockholders? 

Mr. Muuuer. I m: Ly have, sir, but I have no recollection of it. 

Mr. Burns. I would like to have marked as “Exhibit No. 39” a 
memorandum to all salesmen, dated July 28, 1955, signed “Arthur J. 
Dolan.” 

Senator O’Manoney. It may be received. 

(The document referred to was marked “Exhibit No. 39,” and will 
be found in the files of the committee. ) 

Mr. Burns. I show you this exhibit No. 39 
know who Arthur J. Dolan is? 

Mr. Mitier. Yes, I do, sir. He is the sales manager 
Francisco ay e. 

Mr. Burns. Would you look at that fourth paragraph, which says: 


and asked you if you 


in our San 


Herewith is a list of Puget stockholders in your area owning 100 shares or 
more. We are seeking to obtain the best card returns possible from stockholders 
and would appreciate it if you would have your salesmen contact 
possible these owners of Puget common. The best plan would be for the stock- 


holders to fill in the card and give it to the individual salesmen and then have 
ill the cards sent to me. 


as soon as 


FRED MILIER. 
Mr. Mitzer. That refreshes my memory. 
Mr. Burns. Does that refresh your recollection ? 
Mr. Minuer. Yes, sir. 
Mr. Burns. Does that show, as far as you were concerned, every 
effort should be made by your company to personally contact as many 
f these stockholders as possible and try to get them to sign the cards 

hat had been sent out with the stockholders committee letter ? 

Mr. Mitier. I would say that does. 

Senator O’Manonry. Will you give me the title of Mr. Dolan? 

Mr. Miter. He is sales manager. 
I do not think he is. 

Senator O’Manonry. A sales manager where ? 

Mr. Mruier. At the San Francisco office. 

Senator O’Manonry. At San Francisco? 

Mr. Mitrer. Yes, sir. 

Senator O’Manoney. Thank you. 

Mr. Burns. Your firm was one of a group of investment houses 
that participated in placing $28 million worth of securities for Wash- 
ington Power in the spring of 1953; was it not? 

Mr. Minter. Yes, sir. 

Mr. Burns. And your firm has been anxious to retain the business 
Washington Water Power, and to get new business, has it not? 

Mr. Minter. We are competing for underwriting businesses with 
iiany utilities and industrial companies, and that is true with respect 
to Washington Water Power. 


272—56—pt. 5——10 


He may be a vice president— 
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Mr. Burns. So that you are anxious to stay on good terms with 
Washington Water Power, and obtain whatever financing business 
you can from them ? 

Mr. Mitier. That is true. 

Mr. Burns. I would like to have marked as “Exhibit No. 40” a let- 
ter on the stationery of Blyth & Co., dated March 27, 1953, signed 
“George Leib,” and addressed to Mr. Kinsey Robinson, Electric Bond 
& Share Co.,2 Rector Street, New York 2, N. Y. 

(The document referred to was marked “Exhibit No. 40,” and will 
be found in the files of the committee. 

Mr. Burns. That is the George Leib who is an officer of your firm? 

Mr. Mitier. That is correct. 

Mr. Burns. And it states: 

Following our talk yesterday, we are phoning to Kidder, Peabody & Co., accept- 
ing our position in the syndicate with thanks. We are most appreciative of 
your attitude in the whole matter. 

That refers to this spring financing, does it ? 

Mr. Mituer. I believe that refers to the financing that you were 
speaking about. 

Mr. Burns. Did you have any occasion to contact Mr. Robinson 
yourself at the offices of the Electric Bond & Share? 

Mr. Mitter. I went over with Mr. Leib and talked with Mr. Rob- 
inson. 

Senator O’Manoney. Who is this Mr. Robinson ? 

Mr. Burns. Mr. Kinsey Robinson. He is the president of Wash- 
ington Water Power Co. 

Mr. Miter. That is correct. 

Senator O’Manoney. Why is he addressed at 2 Rector Street, the 
office of the Electric Bond & Share Co. ? 

Mr. Burns. Can you answer that question ? 

Mr. Miter. I have no— 

Mr. Burns. That is where you customarily reached him when you 
wanted to speak to him in New York? 

Mr. Mutter. Or at his hotel. 

Mr. Burns. I would like to have marked an “Exhibit No. 41” a letter 
dated March 30, 1953, signed “John J. Hasfurther,” addressed to Mr. 
Kinsey Robinson, Electric Bond & Share Co., 2 Rector Street, New 
York. N. Y. 

(The document referred to was marked as “Exhibit No. 41,” and will 
be found in the files of the committee.) 

Mr. Burns. That John J. Hasfurther is the gentleman that you re- 
ferred to as in the Spokane office ? 

Mr. Miter. He is a vice president, in charge of our Spokane office. 

Mr. Burns. I would like to read, beginning with the last paragraph 
on the first page: 

I noticed the syndicate setup on the $28 million of private placement. Natural- 
ly, we would like to have top place. On the other hand, you have discussed 
these other obligations with me many times in the past, so this setup is under- 
standable. Believe me, it is wonderful to know that you will give our firm 
serious consideration for a top position on your future deals. 

Did you receive a copy of this letter ? 

Mr. Miuurr. I have seen the letter—a copy of the letter. 
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Mr. Burns. So that this indicates, does it not, that your company 
at that time was very much interested in obtaining as fine a position 
as possible in any future deals which Washington Water Power might 
have? 

Mr. Miter. We are interested always, sir, in any proper way in 
obtaining the best position we can in any piece of business that is a 
good piece of business. 

Mr. Burns. That is true, of course, of Washington Water Power 
Co. ? 

Mr. Miter. Yes, because we consider it a fine company. 

Mr. Burns. Do you know how long before 1953 your firm was doing 
business for Washington Water Power Co. ? 

Mr. Miter. Doing business for Washington Water Power Co.— 
do you mean in the underwriting of securities—is that what you are 
speaking about ? 

Mr. Burns. Yes. 

Mr. Miter. I believe we bought some shares of Washington Water 
Power at a competitive—a sealed competitive bidding—in the early 
part of 1953, if my memory serves me, from the Electric Bond & Share 
Co., which, as you will remember, had been the parent of the company 
inthe past. This was a residual, as I remember it, of the distribution 
of the stock out to the common stockholders. 

Mr. Burns. And do you know whether members of the firm had 
contacted from time to time with Mr. Robinson, prior to this spring 
placement, with respect to getting business ? 

Mr. Miter. I would assume that we had had conversations with 
Mr. Robinson in the past about his business. 

Mr. Burns. At what date, do you recall, did your firm first become 
interested in the prospective merger of Washington with Puget? 

Mr. Miter. No, except, if you will accept a guess, I would think it 
would be some time in 1952. 

Mr. Burns. Do you know whether it was before the agreement was 
made by Puget to sell its properties to the public utility districts? 

Mr. Miturr. I would not know, sir. 

Senator O’Manonry. When did you become a member of the stock- 
holders committee? 

Mr. Miuier. In November 1953. 

Mr. Burns. I show you exhibit No. 11, which has previously been 
received in the record, which is a memorandum from Stewart S. 
Hawes of a telephone conversation with Mr. Kinsey Robinson, dated 
October 8, 1952. 

Who is Mr. Hawes? 

Mr. Mitier. Mr. Hawes is a vice president of Blyth & Co. 

Mr. Burns. I will show you this exhibit, and ask whether you can 
tell from that whether at that time your firm was interested in the 
possibility of obtaining a participation in any financing which might 
result from a merger of Washington and Puget ? 

Mr. Mitter. From a reading of this, it would appear so. 

Mr. Burns. Have you any independent recollection of that? 

Mr, Mitier. Well, I do not know. I had heard of this letter before, 
[ think, in this testimony here. At the time it seems to ring a bell. 
Yes, I would say I had. 

Mr. Burns. It shows Blyth & Co. was endeavoring to improve its 
chances of getting business from Washington Water Power? 
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Mr. Mutter. There is no question about that. 

Senator O’Manonry. What was the date of that letter? I do not 
have it before me. 

Mr. Mituer. October 8, 1952. 

Senator O’Manoney. Thank you. 

Did Blyth & Co. ever change the attitude expressed in this mem- 
orandum of Mr. Hawes of 1952, exhibit No. 11, and expressed in the 
letter of March 30, 1953, from Mr. Hasfurther to Mr. Kinsey 
Robinson ? 

Mr. Minier. Change of attitude, sir, in relation to obtaining—— 

Senator O’Maroney. Yes. On your desire to—— 

Mr. Mitier. To compete for the business ? 

Senator O’Manionry (continuing). To be considered for a top 
place in the business of the company. 

Mr. Mitzer. No. To the best of my knowledge, we competed then, 
and we would still compete for it. 

Senator O’Manoney. You want to maintain that? 

Mr. Mitier. We would attempt to do the underwriting of securities 
of any good company in the United States. 

Senator O’Manoney. I noticed particularly the sentence of Mr. 
Hasfurther’s letter, the last sentence of his paragraph on page 1: 

Believe me, it is wonderful to know that you will give our firm serious con- 
sideration for a top position on your future deals. 

That attitude has not been changed ? 

Mr. Miniter. We would still compete for the business. 

Senator O°’Manonery. Even though you are a member of the stock- 
holders committee in Puget Sound ? 

Mr. Mitier. We would also compete for the business of Puget 
Sound Light & Power, if they would give us competitive business. 

Mr. Burns. Did you personally participate in discussions with Mr. 
Kinsey Robinson in the spring of 1953 with respect to getting this 
type of business? 

Mr. Mitier. I have a recollection that when the participations and 
the private placement came to our knowledge we felt that our par- 
ticipation was not sufficiently high in cur office, and I believe that 
Mr. George Leib and I went over to Mr. Robinson in an endeavor 
to have him give us a larger participation. We were unsuccessful. 

Mr. Burns. May I have that last answer read ? 

(Answer read.) 

Senator O’Manonry. What was the date of that ? 

Mr. Minter. The date of the meeting ? 

Senator O’Manoney. The date to which that response refers. 

Mr. Mitrer. Well, it would be prior to the time of the financing. 
I cannot remember the actual date of the bond and the debenture 
deal, but it was before it was consummated. 

Can you tell me, Mr. Burns? 

Mr. Burns. I think we have a document which may help. I would 
like to have marked as “Exhibit No. 42” a document signed “George,” 
dated April 6, 1953, addressed to John J. Hasfurther. 

(The document referred to was marked as “Exhibit No. 42” and will 
be found in the files of the committee. ) 
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Mr. Burns. This document reads as follows: 

Kinsey Robinson and Bill Parrott, of Electric Bond & Share, came over and 
had lunch with Charlie Blyth, Stu Hawes, Fred Miller, and me on Thursday. 
At that lunch he confirmed all that he said to Fred Miller and me a week before. 
Particularly, he confirmed that when his company goes to the public his present 
thinking is an expectation of having Blyth & Co., Inc., in the managerial group 
close by Kidder, Peabody. 

He had planned to have a dealer-management syndicate to drive in the shares, 
but now he does not believe that such a syndicate will be necessary. We, of 
course, volunteered our services in any way possible, and he seemed apprecia- 
tive. He does not anticipate any great difficulty in obtaining consent of the 
necessary shares, and he does not believe that the percentage of shares asking 
for cash will be large. He thinks it will be under 15 percent. My guess would 
be even less. 

Anyway, it was a most friendly lunch, and I think Blyth & Co., Inc., is in a 
reasonably good position, not ideal, but good. 

I am sending a copy of this letter to Roy Shurtleff, Ed Maxwell, and Jimmy 
Miller, so that they will know everything that we here know. 

Do you recall that that set the date when you talked to Mr. Rob- 
inson ? 

Mr. Mitier. Yes; I would think that it would be the day preced- 
ing, or perhaps that day. 

Mr. Burns. And do you recall Bill Parrott, of Electric Bond & 
Share, being present ? 

Mr. Miter. I think he was; yes, sir. 

Mr. Burns. And was it at that meeting that possible financing in 
connection with this merger was discussed ? 

Mr. Miter. Well, it would appear from this letter that it was. I 
am a little hazy in my mind on it. 

Mr. Burns. Do you recall any other occasions on which Mr. Parrott 
was present when this merger, or anything connected with the merger, 
was discussed ? 

Mr. Mitier. Oh, I think there were other times when Mr. Parrott 
had been present. In response to a question that was asked an earlier 
witness, had he been present at any of the stockholders’ committee 
meetings of Puget Sound, I have no recollection of him being present 
at any. 

Mr. Burns. But he was present at this luncheon that you attended ? 

Mr. Miter. I believe so, sir. 

Mr. Burns. Do you know what his interest or activity is in Wash- 
ington Water Power? 

Mr. Miier. I do not. 

Mr. Burns. Do you mean you do not know now, or you did not 
know then? 

Mr. Mitier. I do not know now. I have no way of knowing what it 
is. 

Mr. Burns. Did you know then that he was an employee of Electric 
Bond & Share? 

Mr. Mixer. I did, sir. 

Mr. Burns. Since this company—I might state for the record it 
says here that he is an employee of Electric Bond & Share. I do 
not know, unless the record will show later, whether he is an employee 
of Electric Bond & Share, or Ebasco Services. 

Mr. Miter. I do not know either, sir. 

Mr. Burns. Did you have any question in your mind as to why a 
representative of Ebasco or Electric Bond & Share should be partic- 
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ipating with Mr. Robinson in discussions with respect to the financing 
of a possible merger of Washington? 

Mr. Mrier. Were there any questions in my mind? 

Mr. Burns. Yes. 

Mr. Mitzer. Having to do with what? 

Mr. Burns. Well, you said you did not know whether he had any 
connection with Washington Water Power, Mr. Parrott—did you 
say that? 

Mr. Miuier. Refresh my mind. I am a little confused on what you 
are driving at. 

Mr. Burns. Perhaps it was not clear. I asked you whether you 
knew what Mr. Parrott’s interest or association was with Washington 
Water Power, and I thought you said you did not know. 

Mr. Mitzer. I do not know of my own knowledge what his rela- 
tionship is. 

Senator O’Manoney. Do you know indirectly ? 

Mr. Miter. I do not know, no, sir. 

Senator O’Manonry. Do you want to say to the committee that 
you aan no information at all as to what Mr. Parrott’s relationship 
was % 

Mr. Mriuter. Well, I am not trying—— 

Senator O’Manonry. To Washington Water Power? 

Mr. Mriuuer. I am not trying to get over the thought that I did 
not know that Mr. Parrott was working with Kinsey Robinson in some 
matters, but I did not know what the relationship was, and do not. 
today. 

Senator O’Manoney. He was present at this lunch? 

Mr. Miuiuzr. Yes. 

Senator O’Manonry. And you knew he was there for a purpose, I 
suppose. 

Mr. Murr. Yes, I think Mr. Robinson relied on the judgment of 
Mr. Parrott. 

Senator O’Manonry. Who is George who signed this letter? 

Mr. Miter. That is George Leib. 

Senator O’Manoney. That is the vice president and one of the 
founders of Blyth & Co.? 

Mr. Mitter. That is quite correct. 

Senator O’Manonry Nobody would be present at a luncheon ar- 
ranged by Mr. Leib who did not have some business with respect to the 
matters to be discussed at the luncheon, would he, when you were on 
this tour ? 

Mr. Mitter. Well, I have no way of knowing why Mr. Parrott was 
there, Senator. I just do not know. 

Senator O’Manonry. Well, here was a report to Mr. Hasfurther 
by Mr. Leib about the discussion which took place at this luncheon, 
including Mr. Kinsey Robinson and Bill Parrott of Electric Bond & 
Share, with respect to the relationship of Blyth & Co. to the handling 
of certain securities and the position of Blyth & Co. with Mr. Robin- 
son, because the letter says: 

He does not anticipate any great difficulty in obtaining consent of the neces- 


sary shares, and he does not believe that the percentage of shares asking for 
cash will be large. 


He, I assume, is Mr. Robinson ? 
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Mr. Mrixer. I would think that would be correct. 
Senator O’Manoney. And then there was the postscript: 


Kinsey Robinson certainly thinks highly of you. 


Speaking of Mr. Hasfurther? 

Mr. Miter. Yes, sir. 

Senator O’Manoney. Mr. Parrott was not an idle spectator at 
that luncheon, was he? 

Mr. Miuuer. No; I do not think so. I am not attempting to be 
unresponsive, sir. I just do not know. 

Senator O’Manoney. I know you are not. I know you are not. 

But I am just trying to make the thing clear in my own mind as to what 
the situation was, because it raises the question whether you would 
at any time take any action that would be in any degree hostile to the 
interests of Mr. Kinsey Robinson and the Washington Water Power 
Co. whose securities you would like to deal in. You would not, would 
you? 
” Mr. Mutter. Well, I—I do not think we would take hostile action 
against any company, assuming that we did not have to take that action 
in order to protect the stockholders, in many instances who were 
customers of ours. 

Senator O’Manoney. This letter shows that you were endeavoring 
to promote business with this company. 

Mr. Miter. Yes, sir. 

Senator O’Manonry. The business of the investment house in the 
sale of securities, and you wanted to have a prominent position, to- 
gether with Kidder, Peabody & Co., in the disposition of any securities 
to be issued. 

Mr. Mitirr. That is quite right. 

Senator O’Manoney. No doubt about that at all. So I say the in- 
ference is clear that Blyth & Co. would not want to do anything that 
could be deemed unfriendly to Mr. Robinson or Washington Water 
Power ? 

Mr. Miter. Not at that particular point, unless we happened to 
have a great many customers who were owning Washington Power 
and it should develop that it was inimical to their stockholdings, we 
might well 

Reicha O’Manoney. When you joined the stockholders committee 
of Puget Sound, you did not feel that you were doing anything un- 
friendly to Mr. Robinson, or Washington Power, did you? 

Mr. Mrizer. No; I do not think so. Our primary objective, how- 
ever, was because we believed it was to the best interests of the com- 
mon-stock holders of Puget Sound. 

Senator O’Manonry. Proceed. 

Mr. Burns. Were you present on other occasions with Mr. Robin- 
son when Mr. Parrott was there? 

Mr. Mrixer. I would think so, sir; yes. 

Mr. Burns. You stated that Mr. Robinson relied on Mr. Parrott’s 
judgment. Will you tell us what you had reference to there, what 
instances, or what was said that caused you to come to that conclusion ? 

Mr. Mitier. What are you quoting from, sir? 

Mr. Burns. I am quoting from what you said a little while ago. 

Mr. Muuer. I thought that was in some exhibit. 
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Mr. Burns. No; it was an answer that you made when I asked 
about if you know who Mr. Parrott was. 

Mr. Minter. I think that Mr. Parrott is an engineer. I think he 
had ideas in that respect that were of value to Mr. Robinson. I think 
he also is knowledgable—knowledgable in a financial way. I think 
Mr. Robinson may have depended upon him for that, but that is all 
surmise on my part. I have no actual knowledge. 

Mr. Burns. I thought that when you said that Mr. Robinson relied 
on Mr. Parrott’s judgment, you were talking about something, some 
conclusion you had come to. 

Mr. Minuer. No; I think it was a general statement. At least, it 
was intended so. 

Mr. Burns. Did Mr. Parrott, at these meetings, when Mr. Robinson 
was present, enter into the discussion of the facts, or any of the ele- 
ments, of the proposed merger? 

Mr. Miiier. Yes, sir. 

Mr. Burns. Was it on the basis of those discussions that you came 
to the conclusion that Mr. Robinson relied on Parrott’s judgment ? 

Mr. Mitier. That may have been part of it. 

Mr. Burns. In this letter, exhibit No. 42, Mr. Leib stated that Blyth 
& Co. is ina reasonably good position, not ideal, but good. Could you 
tell us what that means? 

Mr. Mitier. We are never happy unless we have the whole deal, and 
we did not have the whole deal. 

Mr. Burns. I believe that there was a fee for the services rendered 
by vour firm and the other two firms in connection with spring financ- 
ing of approximately $140,000 in which your firm shared ? 

Mr. Miturr. That was the compensation for the work that was 
done in connection with it; yes, sir. Our share was $17,000 plus. 

Mr. Burns. I would like to have marked as exhibit No. 43 a letter 
dated Spokane, W a October 16, 1953, addressed to A. J. Schlosser 
and Fred Miller, New York office, unsigned, but with the initials 
‘JJH.” 

(The letter referred to was marked “Exhibit No. 43” and will be 
found in the files of the subcommittee. ) 

Senator O’Manoney. It is now 1 o’clock. I think it would be the 
proper time to take a recess for lunch. 

The committee will reassemble at 2 o’clock. 

(Whereupon, at 1 p. m., the subcommittee recessed, to reconvene 
at 2 p. m., of the same day.) 


AFTERNOON SESSION 

Senator O’Manonry. Mr. Burns, are you ready to proceed ? 

Mr. Burns. Yes, Mr. Chairman. 

We have a letter, exhibit 43, with the initials JJH, to Fred Miller, 
dated October 16, 1953, which I believe refers to Mr. Hasfurther. 


TESTIMONY OF FREDERICK L. MILLER—Resumed 
Mr. Minter. Yes. 
Mr. Burns. This letter states: 


Had lunch today with Kinsey and told him very frankly that I thought the 
only way he could get dealers’ support on bringing in Puget Sound proxies was 
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by offering a fee similar in amount to the figures we mentioned this morning. 
He fully realizes it is necessary but said the reason he could not put it in the 
registration statement as yet is that Frank McLaughlin specifically stated he 
was not in favor of such a fee being paid since it was an unnecessary expense 
and would deplete the cash position of the merged company and penalize the 
Puget Sound stockholders. 


Kinsey had planned on flying to New York Sunday, but has changed his 
plans and will be in Seattle Monday, Tuesday, and Wednesday to meet with 
McLaughlin. The purpose of this meeting is principally to try and secure Mc- 
Laughlin’s approval to pay a fee and also to find out exactly where rank stands 
on the deal so Kinsey will know what to do when he gets to New York. 

We also discussed the advisability of trying to get one of the services, such 
as Moody’s, to immediately come out with some facts and figures regarding 
the merged company, which in turn, could be used by dealers. Naturally, this 
could be Moody’s opinion and could contain information and generalities which 
none of us could publish as long as the deal is in registration. He also hopes 
that Moody’s will comment on Frank’s dividend being 100 percent of the operat- 
ing net. He asked me to relay these suggestions to you, thinking we might be 
instrumental in getting Moody’s, or some similar counselor service to do this. 
He says Bill Gilman has all of these projected figures and would be very happy 
to cooperate. 

The battle on the coast is going to be a tough one and I am still convinced 
that we will have to fight Frank all the way through. If the larger stock- 
holders in the East cooperate, I am sure our boys on the coast will be able to 
do a good job. 

By the way, did you receive a copy of that letter? 

Mr. Mu Ler. It seems familiar to me; yes, sir. 

Mr. Burns. Do you recall what the dealer's fee was that was objected 
to by Mr. McLaughlin ? 

Mr. Mitirr. Well, do I have a little license here to clear up in my 
own mind, and perhaps in your mind, the situation at the time? 

Mr. Burns. Certainly. 

Mr. Mitxer. On or about this date, the 16th of October, hearings 
had been concluded or were about to be concluded before the Wash- 
ington Public Service Commission in respect to this merger. 

It is my understanding that counsel for Puget Sound Power & Light 
had placed in the record i the approval of Pu uget Sound Power & Light 
to the merger. 

I might digress for a moment and say we were not members of any 
stockholders committee at that particular time. It is the customary 
practice in our business in an attempt to get the maximum results 
from stockholders, to overcome inertia as far as stockholders are con- 
cerned, many times to pay some eer to dealers for what- 
ever work they do, in endeavoring to get acquiescence from customers 
to consummate things of this kind. 

Mr. Burns. I see. 

Mr. Minter. Am I answering your question ? 

Mr. Burns. That is right. 

This dealers committee was formed in December 1952—— 

Mr. Mitier. The dealers committee, did you say ? 

Mr. Burns. The stockholders committee. But you had not joined 

until sometime after October 1953? 

Mr. Mitier. You are quite right. 

Mr. Burns. When did your firm become participants in this stock- 
holders committee ? 

Mr. Mitxier. I know it was in November. I am not certain of the 
date. It may have been the 5th or it may have been the 9th. Some- 
where in that range. 
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Mr. Burns. At the time of this letter, your firm was acting solely 
in its capacity as an investment banking house endeavoring to obtain 
financial business, in this case from W ashington Water “Power? 

Mr. Mitier. No; we were acting in our capacity, as we visualized 
it, in an effort to protect the people to whom we had sold the common 
stock of Puget Sound Power & Light. 

Mr. Burns. Even though you were not on the stockholders commit- 
tee at that time, you were trying to protect the stockholders to whom 
at sometime in the past your firm had sold stock of the company? 

Mr. Miter. We try and protect and do the best we can for the 
stockholders of companies where we have been instrumental in selling 
the stock of any company in the United States. 

Mr. Burns. Then you feel obligated to protect the stockholders of 
a great many corporations throughout the United States, because at 
sometime in the past your firm may have sold some stock to one of 
them ? 

Mr. Miter. To one of them? 

Mr. Burns. Yes. 

Mr. Mitier. We have sold the stock of a given company, and we 
have a continuing interest in that company to see that the stockholders 
who have purchased through us obtain the maximum protection. 

Mr. Burns. But at the same time you do have another interest, 
don’t you, that of obtaining fees for financial arr: angements ? 

Mr. Miter. We receive compensation for the underwriting of 
securities; yes, sir. 

Mr. Burns. And this letter deals with that subject, does it not, 
rather than with protecting the interests of the Puget Sound stock- 
holders? 


Mr. Mitirr. You will forgive me if I reread it. I think it applies 
to both phases of it. I have this sentence here, where he says: 


We also discussed the advisability of trying to get one of the services, such 
as Moody’s, to immediately come out with some facts and figures regarding 
the merged company which, in turn, could be used by dealers. 

This was a continuing effort to do what we could to aid con- 
summation in a merger which we firmly believed would benefit the 
stockholders of Puget Sound Power & Light. 

Mr. Burns. But you did stand to gain directly financially from 
fees for services that would be rendered if there was a merger, and 
would not be rendered if there was not a merger ? 

Mr. Mirier. We were not the recipients of any fees in the sense 
that we would be in an advisory capacity. We did hope we would 
have a participation in the underwriting of securities of the merged 
company for value received, for work done. That is one of the im- 
portant phases of our business. 

Before we go on, may I clarify the first paragraph in the letter, 
where the reference was made to fees? The fees that we were talking 
about at the time was in the nature of 25 cents per share, which is paid 
to dealers and brokers throughout the country. 

In other cases similar to this, and even in cases of financing, in 
order to attempt to get back for the dealers and the brokers their 
out-of-pocket expenses—— 

Mr. Burns. For doing what? What was it for? 

Mr. Muir. For getting acquiescence to a given action. 
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Mr. Burns. Do you know how many shares there were that had to 
be reached ? 

Mr. Mirtrr. I don’t know. I can calculate it. 

Mr. Burns. Do you know how many share there were that had to be 
reached ? 

Mr. Mitier. There were approximately 2,100,000 shares of Puget 
Sound Power & Light outstanding. I don’t want to make a mistake 
in this figure, so please bear with me. 

Senator O’Manonery. Do you want a sharper pencil? 

Mr. Mitter. It looks to me as though it would amount to $315,000. 
Of course, that would be the maximum that would be paid, assuming 
the greatest number came in and, in addition to that, there is usually 
a st ipulation that over a certain number of shares, perhaps over four 
or five hundred shares, there is a certain maximum that is paid to the 
dealers. The dealers don’t get rich on it, I can assure you. 

Senator O’Manoney. I would like to make this specific, if I can. 
This is the first time I have seen this letter, Mr. Miller. I under. 
stand that you recognize it as a letter addressed to you by a member 
of the staff of Blyth & Co. 

Mr. Miter. A vice president, sir. 

Senator O’Manoney. Addressed to Mr. Schlosser and yourself at 
the New York office, dated October 16, 1953, from Spokane. The 
first sentence reads: 

DEAR AL AND FRED: Had lunch today with Kinsey and told him very frankly 
that I thought the only way he could get dealers’ support on bringing in Puget 


Sound proxies was by offering a fee similar in amount to the figures we men- 
tioned this morning. 


What figures did you mention that morning? 


Mr. Mitire. I am not sure that I know what figures were men- 
tioned “this morning.” I think this, frankly, is in the nature of a 
note to Mr. Schlosser, and my name is in there to receive a copy to 
be kept aware of what was going on. I was not on the telephone with 
Mr. Hasfurther that day. Mr. Schlosser may have discussed the 
matter with me, because I have in my mind a figure of 25 cents a 
share as being considered as compensation for the dealers. 

Senator O’Manonrey. When Mr. Hasfurther is mentioned, he is 
your Spokane representative; is he not? 

Mr. Mitter. Yes, sir. 

Senator O’Manoney. Your west coast representative. 

He said in this memorandum to you and to Mr. Schlosser that he 
was referring to the “figures we mentioned this morning.” 

Mr. Miter. I assume he must have been. 

Senator O’Manonery. He must have been referring to some conver- 
sation at which these figures were mentioned. 

Mr. Mituer. I assume he means, sir—I don’t know of my own 
knowledge—but that is talking about a conversation he had with Mr. 
Schlosser on the telephone. 

Senator O’Manonery. This memorandum was addressed to you, so 
that you might keep in touch with the situation, as you just testified ? 

Mr. Mier. That is right. 

Senator O’Manonery. You did keep in touch with the situation, 
didn’t you? 

Mr. Murr. Through the best of my ability, when I was in New 
York; yes, sir. 
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Senator O’Manoney. You area pretty able man. You wouldn’t be 
occupying the position you do if you weren’t able. Didn’t you keep in 
close touch with this matter? 

Mr. Mitter. At the beginning of my testimony—and I am not try- 
ing to evade the question—I said I was on the wing, perhaps 30 to 40 
percent of the year. Let me be more careful about that, and say 25 to 
30 percent during the course of the year. When I wasn’t in the New 
York office, Mr. Schlosser would sit in for me. 

Senator O’Manonry. You were at one time engaged in a tour on 
this particular enterprise, were you not? 

Mr. Minter. No. 

Senator O’Manoney. I thought I saw a reference to that in one of 
the exhibits this morning. W ell, let’s pass it. 

The point is that Mr. Hasfurther had this conference on this very 
morning of October 16. He was writing by airmail and he was re- 
ferring not to general fees, not to general practices, but to specific fig- 
ures, Which were mentioned that morning. 

Did Mr. Schlosser have authority to discuss figures with Mr. Has- 
further, concerning which you had no knowledge? 

Mr. Mitier. I am afraid I don’t understand your question, Senator. 
Senator O’Manoney. Could there have been a question with respect 
to the payment of dealers’ fees in this matter between Mr. Hasfurther 
of the Spokane office, a vice president, with Mr. Schlosser without your 

knowledge ? 

Mr. Minter. Yes, there could. 

Senator O’Manoney. Then why was the letter addressed to you? 

Mr. Mitier. For the reason I attempted to tell you, sir. I believe 
that this was in the nature of sending a copy to me, although Mr. 
Schlosser was the one with whom the conversation had been had. 

As I say, I believe later on I may have talked to Schlosser on this 
matter, either because I didn’t happen to be in the office at that time or 
for some other reason. My recollection is that the conversation, or the 
discussion, centered around a fee of 25 cents per share consideration 
of that to be paid to dealers. 

Senator O’Manronry. What dealers was this memorandum re- 
ferring to? 

Mr. Mitxer. Dealers throughout the United States. 

Senator O’ MAHONEY. Stock dealers, brokers? 

Mr. Mituer. Yes, sir. 

Senator O’Manonry. Investment houses ? 

Mr. Mituer. Yes, sir. 

Senator O’Manonrey. I see. 

Mr. Mriter. Dealers in securities. 

Senator O’Manoney. And the fee was to be offered, according to 
this first sentence, for the purpose of getting the support of the dealers 
in “bringing in Puget Sound proxies” ¢ 

Mr. Miter. Senator, there is a great deal of inertia on the part of 
stockholders to do anything. In order to have the stockholders do 
something and in order to overcome that inertia, you have to give, or 
should give, in my opinion, dealers compensation for the time that 
they spend, and in many instances, the money they spend. I think 
that is what we are talking about in ‘the first paragraph. 

Senator O’Manonery. Was there any agreement about this? 

Mr. Mitier. Not to my knowledge; no, sir. 
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Senator O’Manoney. Was any fee ever offered ? 

Mr. Mitier. Not to my knowledge; no, sir. 

Senator O’Manonry. The second paragraph also deals with the 
subject of a fee, and says, in the second sentence: 

The purpose of this meeting was principally to try and secure McLaughlin’s 
approval to pay a fee and also to find out exactly where Frank stands on the deal 
so Kinsey will know what to do when he gets to New York. 

Mr. Mier. Senator, you must realize that at ro time this letter 
was written, hearings were either in progress or had been con- 
cluded 

Senator O’Manonry. What hearings? 

Mr. Mruter. Before the Washington Public Service Commission, 
at which counsel for Puget Sound Power & Light had indicated that 
the management was favorable to the merger. 

Senator O’Manoney. The third part of the memorandum says: 

We also discussed the advisability of trying to get one of the services, such as 
Moody’s, to immediately come out with some facts and figures regarding the 
merged company which, in turn, could be used by dealers. 

Then the paragraph follows which has already been read. It con- 
cludes with the statement that: 

Bill Gilman has all of the projected figures and would be very happy to 
cooperate. 

This seems to be a proposal to get Moody’s or some other standard 
statistical firm to publish material that would be favorable to the deal 
that your associates were discussing. Is that the practice in Wall 
Street, to get Moody’s and the others to publish material of this kind 
to influence stockholders ? 

Mr. Mitirer. This, Senator, was an effort or a thought on our part 
that it would be advisable to chat with the people at Moody’s—and I 
believe with Standard & Poor as well—to give them the full facts of 
the merger which we thought was favorable insofar as the equity 
holdings in Puget Sound were concerned on a pro forma basis, be- 
cause, since we saw it as advantageous, we had hopes that it would be 
concluded by Moody’s and Standard & Poor as being favorable. 

Senator O’Manonery. This was a discussion of the possibility of 
inducing Moody’s or some other organization of that kind to give this 
merger a plug in its various reports to the public. Can that ‘possibly 
be the practice in Wall Street ? 

Mr. Miturr. I don’t know that 1 can answer the question that you 
are propounding to me “Yes” or “No.” I can say this to you: 

It is the common practice in Wall Street to supply the statistical 

ivency with information, statistical and otherwise, on which they 
can base an opinion as to the merits of the securities. The statistical 
louses look many times to the investment banking houses as well as 
the companies. 

Senator O’Manoney. Then your purpose was merely to provide the 
best information you had with the most favorable outlook, so far as 
the company was concerned, just as the letter of the stockholders com- 
mittee was handed over to a public relation house to be persuasive 
personally with the stockholders ? 

Mr. Miutrr. I think in substance what you say is correct. 

Senator O’Manoney. All right, Mr. Burns. 
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Mr. Burns. I would like to have marked as “Exhibit 44” a docu- 
ment dated February 11, 1954, memorandum to F. L. Miller from 
A. J. Schlosser. 

(The letter referred to was marked “Exhibit 44” and will be found 
in the files of the subcommittee.) 

Mr. Burns. This memorandum states in part as follows: 


Yesterday Al Borneman telephoned me presumably because you were away. 

He said he had learned that McLaughlin had employed Tatum of International 
Investors (which I think you already knew) with the object of having Tatum 
prepare some sort of comprehensive study and report on Puget which McLaugh- 
lin then intended to use for a new series of public propaganda all in the nature 
of girding for an expected proxy fight. Borneman then went on to say that 
this prompted him to renew his point that the Puget Stockholders Committee 
should promptly employ some engineering firm to prepare a report so as not to 
be caught flatfooted in the propaganda battle. He said he had sounded out 
Carl Brown about this whose first reaction was to get the question about the 
stockholder list settled first and that Borneman thought this unwise. 

Do you recall receiving that memorandum ? 

Mr. Mrxrr. I recollect it, sir. 

Mr. Burns. Was the purpose of obtaining such an engineering 
report as part of the propaganda battle the same motivation in which 
it was suggested that Moody’s be given information which might be 
referred to? 

Mr. Miter. We were attempting, or at least we were considering 
at this time, the preparation of a report by an independent engineering 
firm, which would bring out the facts and what we thought were the 
advantages of the merger of Puget Sound and Washington Water 
Power. 

I might say that I think he has the name wrong in there of the 
firm. It is Institutional Utilities Service, I think. 

Senator O’Manoney. You have no criticism to make of this? 

Mr. Mutter. No, sir. 

Senator O’Manoney. You recognize the general meaning of propa- 
ganda? 

Mr. Miter. That was not my choice of words, sir. 

Senator O’Manonry. Was it a propaganda battle? 

Mr. Miter. I wouldn’t term it that, no, sir. 

Mr. Burns. Do you recall what date your firm first became inter- 
ested in the prospect of the merger between Washington and Puget ? 

Mr. Miter. I think that question has been asked of me before, and 
I was indefinite at the time, and I must continue to be indefinite. I 
think I made a guess at that time of mid-1952, sir. 

Mr. Burns. At that time, whatever the date was, do you recall 
whether at the time your firm first became interested, Washington was 
still owned by American Power & Light Co. ? 

Mr. Muter. I wouldn’t think so, sir. I have no recollection of any 
discussion while the common stock of Washington was owned by 
American Power & Light. I would think it would be after that. 

Mr. Burns. Do you happen to know the date when that stock was 
distributed by American Power & Light ? 

Mr. Miiirr. No, sir. 

Blyth & Co. purchased at competitive bidding from Electric Bond & 
Share, I am not certain of the number, but I think it was about 45,000 
shares of common stock in February 1953, I believe. 
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It was retained by Blyth & Co. for a couple of months. We had 
acquired additional stock in the meantime, and it was then sold to 
investors. 

Mr. Burns. I believe the date when the stock was distributed is 
October 1952. If that is in error, I wish someone would correct it. 

Mr. Mituer. I don’t know. 

Mr. Burns. Mr. Dean, some of these people may know the date. 

August 1952? Let’s say August 1952. 

Mr. Curriz. Late August, I think. 

Mr. Burns. I would like to have marked as “Exhibit 45,” a docu- 
ment signed “Jack,” with the initials “JJH” to Fred Miller, dated 
March 18, 1952. 

(The letter referred to was marked “Exhibit 45,” and will be found 
in the files of the subcommittee. ) 

Mr. Burns. Was there a memorandum that was addressed to you 
by Mr. Hasfurther, the vice president of the Spokane office ? 

Mr. Mirurr. Y es, sir. I am in the process of reading it. May I 
read it through ¢ 

Mr. Burns. I am going to read part of it out loud, and you can read 
the rest, if you wish. 

It starts: 

I had about a 2-hour talk yesterday with Kinsey Robinson. He is going to 
make up a list of the principal holders of American Power & Light (whom he 
knows). He does not have a complete stockholders’ list, though at the time of 
the distribution of the old stock, he had a list of the stockholders in this territory. 

During our discussion, Kinsey said he would like very much for us to have 
one of our men attend the Puget Sound Power & Light stockholders’ meeting 
which is to be held in Boston sometime in March. He thinks this would be possi- 
ble without any publicity. He wants to know what kind of a meeting Frank 
McLaughlin conducts, the number of proxies the present management votes, and 
if possible (sometime in the future) would like to have us try and secure a cur- 
rent stockholders’ list. 

Briefly, his feeling is that the present stockholders of Puget Sound Power & 
Light are blindly following McLaughlin because they have no alternative. He 
thinks that when he is once in the clear, and his stock distributed, there would 
be a good possibility that Washington Water Power could offer an exchange of 
stock to Puget Sound stockholders and merge the two companies. He does not 
feel this deal would take Federal Power Commission approval, but would require 
only the approval of the Public Service Commissions of Washington and Idaho. 
He is also of the opinion that Seattle Light and Tacoma Light would imme- 
diately drop their condemnation suits on Puget properties. Some preelection 
work could be done on the three major public utility districts where one new 
commissioner is coming up for election this fall. These districts already have 
one conservative who has consistently voted against the acquisition of Puget 
Sound properties. If another conservative could be elected in each of the 3 
districts, that would automatically take care of this situation as there are only 
3 commissioners. Kinsey likes the Puget Sound deal because of its common 
equity ratio to total capitalization. He thinks it would fit in beautifully with 
his setup. 

That is all I intend to read, but you may read the rest, if you wish, 
before answering my questions. 

Mr. Miter. Thank you. 

Mr. Burns. My purpose in reading that was simply to refresh your 
recollection, to see whether you could state when your firm first became 
interested in the possibility of this merger. 

Mr. Mitter. When you say when we first became interested in the 
merger, I assume, sir, when we actually took any steps to be helpful 
in bringing about a merger. 





2058 STUDY OF THE ANTITRUST LAWS 


Mr. Burns. No; that isn’t what I mean. Certainly on the date of 
this letter you were interested in the merger. One of your partners 
had a 2-hour talk with Kinsey Robinson and one of the things that was 
discussed was the possibility of a merger. 

Mr. Miter. We were interested in anything that would place us in 
a position to be kept aware of what was going on in all companies. 

Mr. Burns. Do you eliminate merger from your consideration ? 
All I am asking you about is this one merger. You like to talk about 
everything else the firm does. I know the firm is very active, and does 
a number of things. 

Mr. Mituer. Forgive me. 

Mr. Burns. So let’s talk about the merger, if you don’t mind. 

Mr. Mixer. Yes, sir. 

Mr. Burns. All I am asking is: Can you recall how long prior to 
March 18, 1952, your firm had any discussions, we will put it “that w ay, 
with Mr. Kinsey Robinson about a possible merger ? 

Mr. Mirier. I had no discussions. 1 would assume from this letter 
that Mr. Hasfurther had had some discussions. 

Mr. Burns. Do you know any reason why the copy was mailed to 
you? It does not appear to have been mailed to anybody else in the 
New York office. 

Mr. Mitier. I am, as I think I told you at the inception of my testi- 
money, I am a man in the Blyth office that is charged with an attempt 
to evaluate the securities of utilities. This is something that could 
have an effect on the value of the securities of Puget Sound and Wash- 
ington Water Power. 

Mr. Burns. Well, is your activity limited solely to evaluation of 
securities of these utility companies ? 

Mr. Mriuer. No, sir; I didn’t say that. I said that one of my 
principal duties is that, although it was not exclusively that. 

Mr. Burns. Can you state whether you had any conversations with 
Kinsey Robinson with respect to any lawsuits that were brought on 
behalf of Puget Sound stockholders, or on behalf of anyone objecting 
to the merger in the State of Washington ? 

Mr. Mutter. I don’t know that I had any conversations with Mr. 
Robinson along those lines. I have a knowledge that they had been 
instituted, and I cannot tell you where that information came from. 
I do not believe that Blyth & Co. had anything to do with any of those 
suits. 

Mr. Burns. But did you have any conversations with Mr. Rebinson 
about this suit which was brought in October 1952 in Massachusetts 
by, I think it was, Mr. Tilney and Mr. ( ‘ollins, to restrain the sale of the 
Puget property to the public utility districts ? 

Mr. Mitier. I think I may well have. 

Mr. Burns. And did you have any conversation with him about the 
suit which was filed in the State of Washington to restrain the sale to 
the public utility districts ? 

Mr. Miter. I do not believe so. 

Mr. Burns. Do you recall whether Mr. Robinson requested your 
lirm to take any part in those suits in any capacity ? 

Mr. Mituier. I have no recollection of it, sir. 

Mr. Burns. Do you recall having any conversation of that nature 
with anybody else from W: ashington Water Power? 
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Mr. Mitxer. You are now talking about the PUD’s. 
ing to do with the stockholders’ list. 
Mr. Burns. Yes. This was in 1952 at the time when a suit was filed 
n Massachusetts by Mr. Tilney and Mr. Collins. 
Mr. Muuer. I have no recollection of it, sir. 
Senator O’Manoney. Do you have a copy of the letter, exhibit 45? 
Mr. Miruer. Yes, sir. 


Senator O’Manonery. The last line on the first page, the sentence 
beginning there: 


This has noth- 


If a merger with Puget Sound could be consummated, it would enable them to 
finance this project with borrowed money. As you know, the two systems, that 
is, Puget Sound and Washington Water Power, interconnect now. If possible, 
Kinsey says he would like very much to have you put the two together on paper 
and see what the picture would be. 


Then jump to the last paragraph : 


You will, I am sure, appreciate that the above is very confidential and some- 
thing which cannot be discussed openly. Any outside discussion would kill any 


possibility of a deal. It is all too deep for me, but you might give it some 
thought. 


Sincerely, 
JACK. 

Did you comply with the two suggestions of Mr. Kinsey Robinson 
that you should put this transaction on paper and see what the picture 

would be and did you, as suggested by Mr. Hasfurther, give the matter 
some thought, the matter of the merger ? 

Mr. Mutter. Senator, I think I prepared some pro forma figures in 
an effort to find out what the picture would be in the event the com- 
panies were merged and a generating station of the merged company 
which was then in its embry onic stage considered for the ‘merged com- 
pany, what would happen to the earnings of the company in the event 
the cost of constructing such a project were financed through the sale 
of senior securities. 

Senator O’Manoney. Is it fair to say that you were at this time in 
1952 in the spring working on the merger, at the behest of the vice 
president at Spokane who conveyed to you the suggestions of Mr. 
Kinsey Robinson ? 

Mr. Mitrier. If that is construed as such, I would say “Yes.” 

Senator O’Manonry. What is your construction? I don’t want my 
construction. I want your construction. 

Mr. Mittrr. We were getting figures together. 

Senator O’Manoney. You were trying to put it on paper? 

Mr. Miter. I believe I got figures together i in order to attempt to 
evaluate what the effects would be. 

Senator O’Manoney. To whom did you give those figures? 

Mr. Miter. I sincerely don’t know, sir. “May I assume? I would 
think that I might have sent them to Hasfurther and it may be that 
llasfurther passed them on to Mr. Robinson but I am not sure. It is 
i supposition that might naturally follow from this. 

Senator O’Manoney. Did you give them to Mr. Leib? 

Mr. Mutier. I think probably “Mr. Leib saw those figures at some 
time. 


Senator O’Manoney. You consulted your top officials in your com- 
pany or were you the top man ? 
Mr. Mruter. No, sir, I was not. I am an employee. 
67272—56—pt. 5——11 
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Senator O’Manoney. So that it may be assumed that Blyth & Co. 
as early as 1952 was working on the proposed merger 

Mr. Mitier. From my standpoint, the only thing that I did at 
that time was, as I remember it, to prepare some statistical informa- 
tion. 

Senator O’Manoney. Isn’t it a fact from these letters, this letter 
from the vice president at Spokane and your answer just now, that 
both were working? You were both working on it. In other words, 
that Blyth & Co. “at that time was as early as 1952 working on the 
merger? You had it inmind. The company had it in mind. 

Mr. Mitter. I would say that is correct, sir. 

Senator O’Manoney. And that has never been abandoned? 

Mr. Mirier. It has never been abandoned. 

Senator O’Manoney. This was before your company became a mem- 
ber of the stockholders committee of Puget Sound ? 

Mr. Miter. Oh, yes, sir. 

Senator O’Manoney. And so when you became a member of the 
stockholders committee of Puget Sound, you were working for a 
merger and you are still working for a merger ? 

Mr. Mruer. Yes, sir. I might say, of course, for a period of time 
we were working for the merger. the management of Puget Sound 
Power & Light was also w orking for a merger. 

Senator O’Manoney. In these letters there is frequent reference to 
the dissent of Mr. McLaughlin from the points of view that were pre- 
sented to him by yourselves and by Mr. Robinson. 

Mr. Miter. Those were matters of opinion that had been picked up 
in various directions. I can’t put my finger on them, sir. All I can 
repeat to you is that the counsel for Puget Sound Power & Light 
had hearings before the Washington Public Utilities Commission 
that came out in favor of the merger. 

Senator O’Manoney. I am not interested in what the commission 
did but only in the position taken by your company. It seems to 
me frankly from the record that Blyth & Co. was actively interested 
in the merger at all times during this period concerning which these 
exhibits deal and at the same time, after you became a member of the 
stockholders’ committee of Puget Sound, you were doing the same 
thing, so that Blyth & Co., to put it in the vernacular, was on both 
sides of the fence. 

Mr. Mitier. We were interested in making our best efforts to do 
what we could in the way of contribution, work and so on, to bring that 
about because we thought it was in the best interests ‘of the stock- 
holders of Puget Sound Power & Light. 

I might mention to you, sir, that as a result of the efforts of the 
stockholders committee, and what that had to contribute in part at 
least to a failure of Puget Sound to be sold to the public utilities 
districts, the common stockholders of Puget Sound Power & Light, 
which were to receive under that plan $22 a share with the possibility 
of some further recovery of an indefinite amount, now have a market 
value in excess of $40 a share. 

Senator O’Manoney. That, of course, is argument as to the merits. 
That is not what I am concerned about. 

Mr. Miter. I mention it only, sir, because it ties in with the belief 
that we had that Puget Sound was being sold out to the public util- 
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ities districts at a price far below the intrinsic value of the security. 

Senator O’Manronry. All right, Mr. Burns. 

Mr. Burns. Do you recall when you first learned that a stock- 
holders’ suit had been filed in Massachusetts in October 19524 

Mr. Miter. I don’t know, sir. 

Mr. Burns. You don’t know. Do you recall when you first learned 
that a suit had been filed in the State of Washington to enjoin the 
sale of the Puget Sound properties to the utilities districts / 

Mr. Mitzer. I don’t know. 

Mr. Dean. Off the record. 

Senator O’Manoney. Off the record. 

( Discussion off the record.) 

Mr. Dean. Excuse me. 

Mr. Burns. Do you recall any conversations with any representa- 
tive of Ebasco with reference to that suit in the State of Washington ¢ 

Mr. Miter. I have no recollection of it, sir. 

Mr. Burns. Do you recall that a suit was filed ¢ 

Mr. Mituer. Yes; but I have no legal mind. I don’t know what 
the suit was for. 

Mr. Burns. Did you have any discussions in your firm with any 
of your members of the firm with respect to their testifying at either 
the Massachusetts suit or the Washington suit on behalf of Wash- 
ington Water Power or on behalf of the plaintiffs? 

Mr. Mriuer. I believe there was some question about some repre- 
sentative of our firm testifying before the Washington Public Service 
Commission. 

Mr. Burns. I see. 

Mr. Miuuer. Is that what you had reference to? 

Mr. Burns. No; I was thinking of these court suits. 

Mr. Mixxer. I don’t recollect a thing. 

Mr. Burns. Do you recall whether anyone told you that a suit 
was going to be filed in the State of Washington against the public 
utilities districts, to restrain the sale to the public utilities districts? 

Mr. Miter. I think someone may have, but I can’t place who it 
was or when it was. 

Mr. Burns. I would like to have marked as “Exhibit 46” a memo- 
randum dated November 3, 1952, a memorandum to Messrs. Hawes 
and others, signed by Frederick L. Miller. 

(The document referred to was marked “Exhibit 46” and will be 
found in the files of the committee.) 

Mr. Burns. Is that your signature of your name? 
Mr. Muter. It is, sir. 
Mr. Burns. I would like to read part of that. 


Kinsey Robinson just called me on the phone to bring me up to date on the 
WWP-Puget Sound situation and also to ask us to consider having someone in 
our organization testify on a later suit that may develop in this matter on the 
fairness to the stockholders of Puget Sound Power & Light of Washington 
Water Power’s offer versus the proposed PUD plan. 

As to the present situation, two stockholders brought suit—one, a man by the 
name of Collins whose home is in Portland, and a Mr. Tinley, 63 Wall Street, 
an investment banker. The suit was instituted in a court of equity which, 
Robinson told me, limited the nature of the testimony that could be introduced. 
Both of the stockholders testified as did Bill Gilman and Robinson himself. 

Apparently, in oral argument considerable stress was laid on nondisclosure 
by McLaughlin of his PUD contract and on the lack of fairness exercised by 
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directors of Puget Sound Power & Light owning a very small amount of the stock 
in not submitting a bona fide offer by Washington Water Power to merge with 
Puget. 

The judge has taken the matter under advisement and has stated that he 
will hand down his opinion this week. There are two steps that can be taken 
by him—the first is the lifting of the restraining order or he could issue a 
temporary injunction. In the event the restrainer is lifted, Robinson stated 
that they have recourse to another court and a suit there will be instituted. If 
the restraining order were lifted, Robinson told me that it might be possible 
legally to go ahead with the PUD sale but he had considerable doubt whether 
the commercial bankers would be willing to follow through on their commit- 
ment in view of the continuing litigation. 

Kinsey then raised the matter, purely as a matter of conversation at this 
stage, on whether or not we would be willing to have one of our members 
testify as an expert as to the fairness of the Washington Water Power bid 
when compared with the PUD sale. My response was that I could make no 
decision in this matter but that I would bring it up for discussion and advise 
him later of our decision. 

Kinsey is flying back to the west coast this afternoon and he did not think 
that further court hearings would take place for some little time. 


Now, does that refresh your recollection that Mr. Robinson talked 
to you in detail about the Massachusetts suit which had been filed by 
two individuals, Mr. Tilney and Mr. Collins? 

Mr. Miter. It does, sir. 

Mr. Burns. It does? 

Mr. Miter. It does. 

Mr. Burns. Do you know any reason why Mr. Robinson would tell 
you so many details with respect to that suit? 

Mr. Mixer. I think he might give me that information because we 
had already been advised according to material we already have in 
the record that there was a possibility of a merger of Puget and Wash- 
ington — Power. At the time this company was being—Puget 
Sound, I am referring to now, was being sold out at less than its 

value, in our opinion, and Mr. Robinson, I believe from his convers 
tions, thought also that Puget was being sold out for less than its 
intrinsic value. 

Mr. Burns. Mr. Robinson called you on the phone to give you this 
information. Do you know where he called from ? 

Mr. Miter. I do not. 

Mr. Burns. Do you know why he called you rather than any other 
member of your firm ? 

Mr. Mitirr. No, perhaps they were not present. 

Mr. Burns. Does it indicate that you were on very close terms with 
him? I notice you called him Kinsey and that he was bringing you 
up to date immediately on what had taken place in that trial in Massa- 
chusetts, that hearing in Massachusetts. 

Mr. Miter. I hope he feels the same as I do. I felt I was on a 
friendly basis with Mr. Robinson. 

Mr. Burns. Did he indicate to you that he knew about that suit in 
Massachusetts before the complaint was filed? I don’t mean whether 
he indicated in the document—do you recall his indicating it to you! 

Mr. Muuer. I don’t recall, sir. 

Mr. Burns. You will note that what you stated in this letter was 
in part— 
in the event the restrainer is lifted, Robinson stated that they have recourse to 
another court and a suit there wili be instituted. 
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Was there anything in the discussion that you had with Mr. Robin- 

son which you have quoted here which indicated that he was directly 
interested 1n that Massachusetts suit and would see that a suit some- 
where else would be filed if that one failed ? 

Mr. Miiter. No,sir. I can only assume again that he was interested 
in the developments in the suits, but I had no reason to suppose accord- 
ing to my best recollection that he had anything to do with it. 

Mr. Burns. But that suit did have to do with whether or not this 
merger might ultimately be achieved; did it not? 

Mr. Mitier. I don’t think at this point the considerations were 
primarily the merger. If my memory serves me, it was a matter of 
whether or not Puget was going to be sold out to the public-utility 
districts. 

Mr. Burns. If the properties were sold to the public-utility districts, 
wouldn’t that be the end of the merger ? 

Mr. Miizer. You are quite right. 

Mr. Burns. So that certainly the first step which had to be taken 
by the proponents of the merger was not to let the properties be sold 
to the public-utility districts. 

Mr. Mitier. You are quite right. 

Mr. Burns. And you certainly were interested at that time in the 
prospects of a merger ? 

Mr. Miter. We were, sir. 

Mr. Burns. And also at that time you were not a member of any 
stockholders committee for Puget and had no divided loyalty of any 
kind which you had to give consideration to? 

Mr. Mituer. We at that time had the common stock of Puget Sound 
Power & Light in the hands of clients of ours; yes. 

Mr. Burns. Mr. Robinson asked you at that time whether or not 
your firm would be willing to have one of your members testify as 
an expert as to the fairness of the Washington Water Power bid, and 
do you recall with respect to which lawsuit he was talking at that 
time? 

Mr. Mruurr. No, I do not. 

Mr. Burns. You will note in the first paragraph you stated that he 
had phoned to bring you up-to-date on the Washington Water Power- 
Puget situation and also to ask you to consider having someone in your 
organization testify on a later suit that may develop. Was there no 
indication by Mr. Robinson as to what that later suit might be? 

Mr. Miniter. Not according to my recollection. 

Mr. Burns. You are saying that he asked you to have your firm 
consider whether they would testify but gave no indication as to 
what kind of a program it would be. 

Mr. Mitier. [ have no recollection of that. 

Mr. Burns. But apparently he did say it to you. 

Mr. Mixirr. I would think so since it is in there. I don’t think 
[ would have understood him in any event had he told me. 

Senator O’Manonry. Mr. Miller, are you telling this committee 
that you did not understand what you were writing to your superiors? 

Mr. Mixxer. No, sir, I am saying that I don’t understand legal 
terminology. I am no lawyer. 
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Senator O’Mauonry. These are your words in a memorandum 
which you addressed to Messrs. Hawes, Limbert, and Schlosser. I 
am reading from it, from the fourth paragraph: 

In the event the restrainer is lifted, Robinson stated that they have recourse 
to another court and a suit will be instituted. 

That is a simple understandable statement. It is specific. There 
are no qualifications to it at all. Mr. Robinson, according to your 
interpretation of his conversation with you which you report ted in 
turn to your superiors, told you that, if the restraining order were 
lifted, he and his associates would institute a suit in another court. 

Mr. Mitxer. I don’t interpret it that way, sir. 

Senator O’Manonery. Please tell me how you interpret it. Read 
the sentence anc then give vour interpretation of what you meant by 
it. 

Mr. Mitier. Would you start me off ? 

Senator O’Manoney. Yes, sir, in the middle of the fourth para- 
graph, the third sentence, beginning in the fourth line: 

In the event the restrainer js lifted, Robinson stated that they have recourse 
to another court and a suit there will be instituted. 

Now you consider that of sufficient importance to include it in your 
report to your superiors. These are your words. They are not Rob- 
inson’s words. They are not the words of any other person but the 
er of Frederick L. Miller. What did you mean when you wrote 
them? 

Mr. Mrriter. My recollection of the situation at the time was that 
they referred to those who had instituted the suit. I had no knowl- 
edge and have no knowledge now that Mr. Robinson himself played 
any part in the institution of any suits. 

Senator O’Manonry. Why did you report to your superiors? 

Mr. Mitzer. To keep them abreast of developments. 

Senator O’Manoney. You didn’t understand it and you wrote a 
sentence which you now don’t under stand and yet you think they 
could understand from your report; is that your position? 

Mr. Mruuer. My reference to saying that I would not understand 
has to do with legal terminology. T don’t know very much about 
courts. That was the only reference I made. 

Senator O’Manonery. I am not talking about legal terminology. 
We are talking about the simple statement that Robinson made to 
you that another suit would be instituted. You considered that of 
sufficient importance to incorporate it in this memorandum. Why‘ 

Mr. Miter. Because it was a situation that had developed where 
a suit had been instituted by two men; I believe it was for certain 
purposes and I can’t tell you now exactly what those purposes were, 
I don’t remember, but it would have the effect apparently of not 
permitting the PUD sale. 

Senator O’Manoney. Now the light is beginning to dawn. That 
is what you say in the next sentence: 


If the restraining order were lifted, Robinson told me that it might be possible 
legally to go ahead with the PUD sale— 


You understood legal terminology then. 


it might be possible legally to go ahead with the PUD sale but he had consider- 
able doubt whether the commercial bankers would be willing to follow through 
on their commitment in view of the continuing litigation. 
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You were, in other words, telling your superiors that Mr. Robinson 
had told you that by the litigation they had so tied up the proposed 
sale to the PUD’s that the sale to the public utilities districts could 
not be carried through. 

Mr. Miter. I think it was 

Senator O’Manoney. So the stage was being preserved for the 
merger in which you were so much interested. 

Mr. Muuer. I think—it was certainly our hope although we did 
not have any active part in the suits we were talking about, it was 
our hope that the consummation of the sale of Puget Sound Power 
& Light to the PUD’s would not be consummated. 

Senator O’Manoney. Did you cooperate to bring about that situa- 
tion so it would not be consummated ? 

Mr. Miter. In what sense? 

Senator O’Manoney. With Mr. Robinson or with anybody else? 

Mr. Mituer. I know of no action that we took. 

Senator O’Manonry. That was your hope. Did you try to promote 
the consummation of your hope? Or did you just imply it as an idle 
dream ? 

Mr. Mirter. I can’t tell you of any specific action we took along 
the lines of defeating the thing specifically. 

Senator O’Manoney. Well, Mr. Miller, I am going to abandon my 
inquiry with this comment, that you leave me with the feeling that, so 
far as you were concerned, you were reading memorandums and writing 
memorandums which you did not understand and I just don’t believe it. 

Mr. Miuter. I am sorry, sir. 

Mr. Burns. I would like to have marked as an exhibit for the record 
a memorandum from Frederick L. Miller to Messrs. Hawes, Devlin, 
Hasfurther, & Schlosser, copy to J. Leib, November 12, 1952, as 
exhibit 47. 

(The document referred to as exhibit 47 was marked and will be 
found in the files of the committee.) 

Mr. Burns. Is this a memorandum which you sent to members of 
your firm ? 

Mr. Miter. May I read it please, sir? 

Mr. Burns. Suppose I read the first sentence and part of the last. 
It starts: 





I have just spoken with Bill Parrott who tells me, in connection with the suit 
filed by Kitsap County PUD in the Superior Court of Washington, the complaint 
covers seven points. 

I will skip the 7 points and continue: 


As to the Massachusetts situation, the court hearings will start in a “Court 
of Merits” early next week which will be far more exhaustive than the hearing 
in equity. Robinson and Parrott are anxious to have any Puget Sound Power 
& Light stockholders who are opposed to the PUD takeover to join the present 
complainants in this suit. 

Counsel is Burns, Blake & Rich of Boston and the man handling the matter in 
that firm is Henry J. Leen. 


Do you recall that memorandum ? 

Mr. Mutter. Yes, I do. 

Mr. Burns. You did speak with Bill Parrott? 

Mr. Mixtrr. It appears from this definitely that I did, yes, sir. 

Mr. Burns. And he was the one we have been talking about who was 
a representative of Ebasco? 
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Mr. Murr. Yes, sir. 

Mr. Burns. Do you have any recollection as to whether you called 
Bill Parrott to get this information or whether he called you or 
whether you saw him in person ? 

Mr. Miuuer. I think it was done over the telephone and I would 
guess since we wanted to keep up to date on the situation that I called 
him. But I can’t be certain. 

Mr. Burns. Let me see if I understand you. You think you prob- 
ably phoned him to get the information ? 

Mr. Miuuer. Yes, I think that might have been so. 

Mr. Burns. Now, this suit that was filed in Kitsap County PUD, 
according to the records, was filed on November 7, 1952, and in the 
conversation you had with Mr. Robinson on November 8, which was 
4 days previous, he asked whether your firm might testify on a later 
suit that may develop. Can you tell whether from these two memo- 

randa and the fact of the date of that suit that what Mr. Robinson was 
referring to on November 3 was the suit which was later filed in Kit- 
sap County, Wash. ? 

Mr. Mutter. I would think that it might have been. 

Mr. Burns. And at the bottom of the letter where it says: 

Robinson and Parrott are anxious to have any Puget Sound Power & Light 
stockholders who are opposed to the PUD take over to join the present com- 
plainants in this suit. 

Did you take it that some activity was expected by your firm in re- 
gard to that expression of viewpoint or request ? 

Mr. Miter. Yes, I can’t tell you, sir, what action was taken, be- 


cause it probably would be taken on the ground. That is to say, in 


the West. 

Senator O’Manoney. Mr. Miller, you have before you a copy of ex- 
hibit 47. 

Mr. Mriter. Yes, sir. 

Senator O’Manonry. You note the second paragraph in which you 
begin by saying “It’is asserted that” and then you follow with seven 
specific statements with respect to a course of legal action. Consider- 
ing your statement to me a little while ago that you did not understand 
legal terminology, will you tell us whether you wrote this specifica- 
tion of seven items or whether it was written for you? 

Mr. Miter. I think I might have written it but I should tell you 
that I am a stenographer so that I can take down notes as a conversa- 
tion is being given. 

Senator O’Manoney. Then do you want us to understand that this 
was dictated ? 

Mr. Mitier. The information was given to me over the telephone. 
As I remember it, I say I have just spoken with Bill Parrott who tells 
me. 

Senator O’Manoney. It is asserted: 


1. Public Service Commission approval of the PUD purchase is necessary. 
2. The 1949 law which permits two or more PUD’s to get together on a take- 
over such as this is unconstitutional. 
8. As a result of the contract between Meyers and Beck, the legislative powers 
of the PUD’s are being assumed. 
4. Under the law, Kitsap County PUD cannot assume part of Chelan’s obli- 
ations. 
. 5. The price being paid by Kitsap County for the properties is too high. 
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6. The properties in King and Pierce Counties (where there are no PUD’s) 
which are being taken over are useless to the districts. 

7. The pension plan is illegal. 

You wish the committee to understand that this you took down only 
as a stenographer and transmitted it to your superiors without under- 
standing it? 

Mr. Miuumr. I said I am a stenographer and I certainly did not 
understand all the facets involved. 

Senator O’Manoney. Did you understand this memorandum ? 
Mr. Mitier. Well, let’s see: 


Public Service Commission approval of the PUD purchase is necessary. 
I understand that. 


The 1949 law which permits two or more PUD’s to get together on a takeover 
such as this is unconstitutional. 


I think I understand that. 


As a result of the contract between Meyers and Beck the legislative powers 
of the PUD’s are being assumed. 


[ think I understand that. 


Under the law, Kitsap County PUD cannot assume part of Chelan’s obligations. 
I think I understand that. 


The price being paid by Kitsap County for the properties is too high. 
That is an expression of opinion. I think I understand that. 


The properties in King and Pierce Counties (where there are no PUD’s) which 
are being taken over are useless to the districts. 


I think I understand that. 
The pension plan is illegal. 


[ am not sure what the reference is to that. 
Senator O’Manoney. Then let’s take the next sentence. It is a new 
paragraph. 


As to the Massachusetts situation, the court hearings will start in a court of 
merits early next week which will be far more exhaustive than the hearing in 


equity. 

Did you understand that? 

Mr. Mixxer. Yes; in a general way. 

Senator O’Manonsy. Pretty legalistic; isn’t it? 

Mr. Mruter. Yes. 

Senator O’Manonery. O. K. 

Mr. Burns. You stated that you were keeping in touch with Bill 
Parrott at the time this was written in November 12, 1952; is that 
right ? 

Mr. Miuxer. Yes. 

Mr. Burns. Did you keep in contact with him with respect to this 
merger continuously thereafter up to the present time? 

Mr. Mruuer. I have had a number of conversations with Mr. Par- 
rott; yes, sir. 

Mr. Burns. I would like to have marked as exhibit 48 a document 


marked “Private wire outgoing, Blyth & Co.,” October 19, 1953, signed 
“Leib,” to Max. 
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(The document referred to was marked “Exhibit 48” and will be 
found in the files of the committee. ) 

Mr. Burns. Can you state who Max is or is that an abbreviation for 
some name? 

Mr. Mrizer. His name is E. F. Maxwell. He is a vice president in 
charge of our Seattle office. 

Mr. Burns. And the other “Hasf” refers to Hasfurther in Spokane? 

Mr. Mitier. That is quite right. 

Mr. Burns. This wire states: 


Al, Fred and I have talked over developments. This is what we are doing. 
Al having lunch with Borneman of Kidder Peabody: Al making arrangements 
to meet with Moody’s Service in keeping with Hasfurther’s suggestion about 
inducing them to make appropriate recommendation. Fred keeping in contact 
with Parrott whom we assume right on the ball. I talking with Larry Marks 
this morning and I awaiting Kinsey’s thinking on advisability my western trip 
to see McLaughlin. 

We all feel strongly regarding necessity formation of dealer group and prompt 
possession of Puget stockholders list. If well prior to November 19 managers 
of dealer group can show high majority of indicated approvals it is going to 
help Kinsey immeasurably in all directions and this work should be started 
promptly after proxy statements go out as at best it will take time. Assume 
you have seen story Wall Street Journal today which indicates reluctance on 
McLaughlin’s part. 

I also seeing George Clifford today and discussing article with him. Please 
advise Kinsey how we three are thinking and what we are doing, and tell him we 
await his suggestions. 


It is signed “Leib” who is one of your officers. 
Mr. Murer. That is right. 
Mr. Burns. Now, this sentence : 


Fred keeping contact with Parrott whom we assume right on the ball— 


will you tell us what you think was meant by that? 

Mr. Miter. We were endeavoring to keep up to date on the develop- 
ments in respect to the merger. If my recollection is correct, no official 
indication was given that Mr. McLaughlin and his board of directors 
would not give an extension of the merger until after the 12th of 
November, but rumors had come to us that he was becoming more and 
more reluctant to continue to consider it, he and his board of directors. 
It was thought then, at that time, that we should keep up to date on 
what was going on and make whatever efforts we could to keep Mr. 
McLaughlin of a mind that a merger should be consummated. 

Mr. Burns. Is that what was meant by “We assume Parrott right 
on the ball?” 

Mr. Miitrr. I think—I can’t speak for Mr. Leib, but as I inter- 
preted it when I saw it and I did see it, that what he meant was 
that Parrott was up to date on developments that were taking place 
in the situation. 

Senator O’Manonry. What was meant by the beginning of the sen- 
tence “Fred keeping in contact with Parrott’? 

Mr. Miter. That refers to me, sir. 

Senator O’Manonery. Were you the quarterback while Parrott held 
the ball? Were you giving the signals? 

3y the way, one question. This is addressed to Mr. Maxwell 
together with Mr. Hasfurther. Mr. Maxwell is the Edmund Maxwell 
whose name is on the letterhead of the stockholders committee of 
Puget Sound as representative of Blyth & Co., Inc., of Seattle? 
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Mr. Miniter. Yes, sir. Senator, may I say this? He was not a 
member of the committee at that time. 

Senator O’Manoney. No; I understand that. 

Mr. Mitier. He is now. 

Senator O’Manonry. Not until November sometime. 

Mr. Mruuer. Yes. 

Senator O’Manonry. This is dated October 19, so within a month 
thereafter he became a member ? 

Mr. Mitier. Approximately, perhaps a little less than that. 

Mr. Burns. About that time were you making any efforts to obtain 

the support of public officials in the State of “W ashington for this 
merger ¢ 

Mr. Mitier. I remember that we had a conversation with Governor 
Langlie. May I explain how it came about ? 

Mr. Burns. Yes. And if you can give us the approximate date and 
place where it occurred and who was present, we will appreciate it. 

Mr. Mitier. Well, I think I will have to depend upon you, because 
| think you have some material in there which would fix the date, and 
if you will help me in that respect, it would be helpful. 

Mr. Burns. You tell us what you recall, and then I will give you 
any help I can. 

Mr. Mitier. Unless I know the time. 

Governor Langlie was in New York, I believe, speaking at a lunch- 
eon before the municipal group, and I had intended going over to 
hear him talk. My recollection is that Mr. Leib, Mr. Schlosser, and 
myself in conversation thought that it would be desirable if we told 
Governor Langlie what we thought of the merits of the merger of the 
two companies. 

After the luncheon I went up to Governor Langlie and told him 
that Mr. Leib was in New York, I think they were acquaintances, and 
if he had some free time, I would be delighted if he would stop over in 
the office with me. The Governor was kind enough to consent. 

Mr. Leib, Governor Langlie, and myself sat in Mr. Leib’s office. Mr. 
Leib—and I made some contribution—told the Governor of the merits 
of the situation as we saw it, and the advantages that would accrue to 
a merger. The Governor was noncommittal in his attitude on the 
matter. The only thing I recall was that he expressed some concern 
if a merger were consummated that the rates of the merged company 
to consumers might be increased. 

Mr. Burns. Do you recall approximately when that was? 

Mr. Mitier. I wouldn’t know. There is material in the record that 
would show it. 

Mr. Burns. Do you recall whose idea it was that you should en- 
deavor to speak to Governor Langlie? 

Mr. Miter. I think Mr. Leib spoke to me about it. 

I might add, in connection with that, that I believe I saw in the 
newspapers, after the merger was not consummated, that the Governor 
expressed satisfaction that it was not. 

Mr. Burns. I would like to have marked as “Exhibit No. 49” a 
private wire dated November 9, 1953, with copies to various persons. 

(The document referred to was marked as “Exhibit No. 49,” and 
will be found in the files of the committee. ) 

Mr. Burns. There are some names at the top that we have not yet 
identified. S-h-u-r—will you tell us that? 
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Mr. Miuzer. That is Mr. Shurtleff, a vice president, of our San 
Francisco office. 

Mr. Burns. Would you spell the rest of his name, so that the re- 
porter can get it? 

Mr. Murr. S-h-u-r-t-l-e-f-f. 

Mr. Burns. We have the next two. And who is “French”? 

Mr. Miter. Mr. French is a vice president in charge of our Los 
Angeles office. And Walbert, W-a-l-b-e-r-t, is an employee in the 
Chicago office. 

Mr. Burns. This reads as follows: 

As you know, Federal Power has decided not to go forward with hearings 
on Puget Sound merger which was scheduled for today. Reason given is im- 
possibility of consummation of merger prior to expiration date of contract No 
vember 19. McLaughlin gives no indication of willingness to extend contract and 
I am convinced from recent correspondence that he is hopeful of continuing 
Puget as independent company, as he believes apparent inertia of Puget stock- 
holders will continue. Fred Miller in East is making every effort, both with our 
own clients and dealers, to obtain authorizations. We assume that western 
offices following same course and that Witter doing likewise. Will you make 
sure such is case? We being successful back here with practically everyone con- 
tacted but big bulk of stock is in West. If we fail to make real showing with 
McLaughlin he may well hide behind such failure and claim stockholders have 
no interest in merger. Appreciate your help. 

Can you tell us what Mr. Leib was referring to when he stated that 
you were making every effort both with your own clients and dealers 
to obtain authorizations? 

Mr. Mitier. I was talking to our clients, and I was talking to deal- 
ers, attempting to show them that a merger of Puget and W ashington 
Water Power was in the best interests of the stockholders of Puget 
Sound Power & Light. 

Senator O’Manoney. Mr. Miller, you are familiar with this? 

Mr. Mitier. Yes. 

Senator O’Manonry. This message ? 

Mr. Miter. Yes. 

Senator O’Manoney. You have seen it before? 

Mr. Miter. Yes, sir. 

Senator O’Manonry. Did you see it at the time it was sent? 

Mr. Mitzer. I think I saw it during the day. I do not know that I 
saw it before it was sent. I saw it approximately at the time it was 
sent. 

Senator O’Manoney. Was it correct ? 

Mr. Miizer. From my standpoint, you mean what I was doing? 

Senator O’Manonry. No, no; was there anything in the telegram 
which you felt was not in accordance with the facts, a mistaken state- 
ment init. Did you speak to Mr. Leib about the telegram ? 

Mr. Miter. I think I may have, sir. 

Senator O’Manonry. Well, did you speak to him about it, to say 
that it contained any misinformation ? 

Mr. Miter. No, I do not think so. 

Senator O’Manoney. I call your attention to the statement be- 
ginning in the fourth line from the bottom: 


* * * but big bulk of stock is in West. 


Is that your understanding? 
Mr. Miter. Well, we did not have the information at the time, sir. 
We had never had up to that point access to the stockholders’ ‘list. 
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Leib, apparently, had that opinion. I was inclined to agree that 
there was a great deal of the stock in the west. 

Senator O’Manoney. In your solicitation for support through your 
various agencies in the west, there was a memorandum directing the 
various representatives of Blyth & Co. throughout that area to con- 
tinue their activies with dealers, so as to bring in as much stock as 
they could ? 

Mr. Mixer. Yes, sir. 

Senator O’Manonry. Were you very successful ? 

Mr. Mitter. Were we, or was the total committee? Did we get a 
lot of stock in ? 

Senator O’Manonry. Did Blyth & Co. get a lot of stock ? 

Mr. Mutter. I think we got a substantial amount in. 

Senator O’Manonery. That solicitation was chiefly in the west, was 
it not ¢ 

Mr. Miter. Well, it was in the west and the east. I do not have in 
my own mind the breakdown of where it came from. 

Senator O’Manoney. You will agree that there was a big bulk of 
stock of Puget in the west? 

Mr. Mruuer. We believed that there was a very substantial amount 
of Puget stock in the west, because we had retailed a good deal of 
the stock in the west. 

Senator O’Manonry. You had sold it out there? 

Mr. Mrzer. We had sold it. 

Senator O’Manonry. All right, sir. I just wanted to be sure, be- 
cause I thought some statement had been made earlier in the record 
that most of the stock had filtered into the east. 

Mr. Miuxer. I think as a result of the stockholders’ list, having 
access to the stockholders’ list, that we came to the conclusion that 
there was a good deal more of it in the east than had appeared to 
us to be likely to be, prior to that time. 

Senator O’Manonery. Well, Puget was incorporated by an eastern 
State, was it not ? 

Mr. Mitzer. In Massachusetts, I believe. 

Senator O’Manoney. That is. why the suit was brought in Massa- 
chusetts ? 

Mr. Mutter. I think that is right, sir. 

Senator O’Manonry. And Washington Power is incorporated 
where ? 

Mr. Miuuer. I think in Washington. I think it is in the State of 
Washington. 

Senator O’Manoney. You think that is a Washington corporation ? 

Mr. Mutter. I think so. 

Senator O’Manoney. Is Blyth & Co. a partnership or a corporation ? 

Mr. Mrtier. We are a corporation. 

Senator O’Manoney. In what State? 

Mr. Mutter. I am ashamed to say I do not know. 

Senator O’Manoney. But, in any event—— 

Mr. Mixer. I will find out, sir. 

: Senator O’Manoney. It is not important for the purposes of this 
iearing. 

Mr. Mitzer. Do you know? 

Mr. Dean. Delaware. 
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Mr. Minter. We are incorporated in Delaware. 

Senator O’Manoney. It just illustrates the manner in which the 
States are used for the purpose of incorporating these agencies, these 
corporate agencies, even though they operate in far distant States, 
and how investment houses, incorporated and unincorporated, in New 
York, span the continent in their effort to promote mergers in a far 
distant area. 

Mr. Mitter. We—— 

Senator O’Manonry. And at the same time we find a great plea 
for the restoration of local authority, local self-government, and the 
rights of the States. 

Mr. Mixirr. May I say this, sir: that Blyth & Co. had its origina- 
tion in San Francisco. We have offices in Los Angeles, in San Fran- 
cisco, in Portland, in Seattle, in Spokane. 

Senator O’Manoney. That merely illustrates that California has 
taken over the country. 

Mr. Minter. Well, I think we were there before California took 
over the country. 

Senator O’Manonry. Have you any more questions / 

Mr. Burns. Yes; I have a few. 

Well, now, at the time that your firm went on the stockholders 
committee, was there a sort of a revitalization of that committee in 
which several firms became members of it ? 

Mr. Miter. I think that is so, sir. 

Mr. Burns. And can you tell us what you know as to what hap- 
pened at that time—I believe it was around November of 1953 that 
you went on that committee, that is, your firm ? 

Mr. Muuer. I think that is right. 

Mr. Burns. What happened “that your firm at thet time joined 
this committee which had been in existence for approximately a year? 

Mr. Miter. It became evident at that time that if Mr. McLaughlin 
had changed his mind and no longer was willing to effect the merger, 
we therefore believed that we could be helpful i in consummating the 
merger if we went on the committee, which we did do. We were still 
seeking consummation of the merger. 

Mr. Burns. There were already other brokerage firms on that 
stockholders committee; were there not? 

Mr. Miuier. There were, sir. 

Mr. Burns. And just what effect did you expect it to have if your 
firm and some other new ones went on the committee? 

Mr. Miuuer. I think our firm is one of great stature. I think that 
it would have the effect of adding to the prestige of the committee. 

Mr. Burns. What did you expect the committee to do after your 
firm joined it? 

Mr. Mriuer. Use their best efforts to consummate the merger. 

Mr. Burns. Well, you had been using your best efforts to consum- 
mate a merger prior to that time without being on the committee, 
had you not? 

Mr. Miter. That is right. And prior to that time, of course, you 
had a willingness on the part of Puget Sound Power & Light man- 
agement to consummate a merger. 

Mr. Burns. Well, what was the change that you expected that 
caused you to feel that your firm had to go on the committee in order 
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to accomplish the merger which you had previously attempted to do 
unsuccessfully ? 

Mr. Mixier. We thought that by adding our name to the list, we 
were adding prestige to the committee, which would be helpful. 

Mr. Burns. Just how would it be helpful ¢ 

Mr. Mitier. Well, because I think our name is well known through- 
out the country as a highly reputable firm and therefore if we were 
on the committee and it became widely known that we were attempt- 
ing to effect the merger, or work for the effectuation of the merger, 
it would be helpful in accomplishing that purpose. 

Mr. Burns. Could it not become widely known that you were in 
favor of the merger without you becoming a member of the Puget 
Sound stockholders committee ? 

Mr. Mitier. | think it was quite widely known that we were actively 
interested in seeing the merger consummated before we went on the 
committee, but we thought this would add to it, that this would be 
beneficial from the standpoint of improving that knowledge. 

Mr. Burns. Did your firm solicit other investment brokerage firms 
to also join you on the committee ? 

Mr. Mixer. Yes, sir. 

Mr. burns. Was that for the same reason 4 

Mr. Miter. I believe that is so; yes. Where they had stockholders, 
that is to say, they had customers who were stockholders in the com- 
pany and whose interests were parallel to ours, believing that the 
merger was in the best interests of the stockholders of Puget Sound; 
yes, sir. 

Mr. Burns. Do you know the names of any of the firms which your 
firm solicited to go on the stockholders committee with you! 

Mr. Mitter. Yes, 1 know some. I may not have them complete. 
Dean Witter, Wegener & Daly, Hogle, Hornblower & Weeks, I believe 
Shearson, Hammill. 

Mr. Burns. Did you have anything to do with White, Weld going 
on the committee { 

Mr. Miter. No, sir. 

Mr. Burns. Kidder, Peabody ¢ 

Mr. Mirier. No, sir. 

Mr. Burns. At the time that you were contemplating going on the 
committee, these other firms were invited to join, were they not? 

Mr. Minuer. I think White, Weld was on the committee before we 
were. 

Mr. Burns. Was the purpose then to have some of these responsible, 
well-known investment houses have their names on this list so that 
the stockholders of Puget would rely on their judgment as to 
any statements they made with respect to the desirability of Puget 
entering into this merger? : 

Mr. Mixer. | think I talked with most of the names, the partners 
or employees or officers of the companies that I just mentioned. And 
in talking with them, if their interests were parallel to ours I ex- 
plained the situation as I saw it. If their interests were parallel to 
ours and they had substantial shares of Puget stock in the hands of 
their customers, they were invited to come along. 

Senator O’Mauonpy. Invited by whom? 

Mr. Minter. Well, 1 invited them for Blyth & Co. 
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Senator O’Manonry. How many of these firms did you invite to 
come along? 

Mr. Mutter. Well, I named a group there. And this may not be 
complete, sir, Hogle, Wegener & Daly, Dean Witter, Shearson, Ham- 
mill, Hornblower & Weeks—that would be 6, I think—5 or 6. 

Senator O’Manoney. Did they all accept your invitation ? 

Mr. Miuuer. Yes, sir. 

Senator O’Manonry. Who invited you—I mean, who invited 
Blyth & Co. ? 

Mr. Mitirr. It was suggested to me by Mr. Leib that I do this. 

Senator O’Manoney. By Mr. Leib? 

Mr. Miuzer. That is right, who is my superior. 

Senator O’Manoney. Well, I think you misunderstood my ques- 
tion. Who invited Mr. Leib to have Blyth & Co. go on this committee ? 

Mr. Miter. I believe it was Mr. Marks. 

Senator O’Manoney. Mr. Marks? 

Mr. Miuuer. Yes. 

Senator O’Mauonry. Did any stockholder of Puget Sound at any 
time ask you to go on the committee ? 

Mr. Miuuer. Did any stockholder of Puget Sound ? 

Senator O’Manoney. Yes. 

Mr. Miter. We were stockholders of Puget Sound. 

Senator O’Manoney. I mean, except yourself—you could not have 
invited yourself very well, or maybe you did. 

Mr. Miter. I have no recollection. 

Senator O’Manonery. Well, then, we will leave it the other way, 
you invited yourself to go on the committee ? 

Mr. Mitter. All right, sir, yes. 

Senator O’Manonry. Mr. Burns, any more / 

Mr. Burns. Was there any effort made to have any firms join this 
committee who declined to join the committee? 

Mr. Miter. I do not recollect of any that refused to come along. 

Mr. Burns. Was any attempt made to have Merrill Lynch join 
the committee? You recall, I think, an effort was made. 

Mr. Murr. I did not have anything to do with it; that is to say, 
I did not invite them, so it would only be secondhand knowledge with 
me. 

Mr. Burns. Do you know whether Mr. George Leib invited them? 

Mr. Muuer. I believe he did, sir. 

Mr. Burns. After your firm became a member of the committee, 
did you actively participate in this activity ? 

Mr. Miiier. Yes, I did, except in my absence someone from my 
office would go when I was out of town. 

Mr. Burns. I would like to have marked “Exhibit No. 50,” a 
memorandum to Messrs. Leib and Schlosser dated February 4, 1954, 
from Frederick Miller. 

(The document referred to was marked “Exhibit No. 50” and will 
be found in the files of the committee.) 

Mr. Burns. This memorandum was prepared by you; was it not? 

Mr. Miter. Yes. 

Mr. Burns. And it states: 

Inasmuch as it is likely that within a relatively short time, perhaps a month, 


we shall have access to the Puget stockholders’ list, it seems to me that from a 
policy standpoint we have got to crystallize on the road we are going to travel. 
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Senator O’Manoney. Let me interrupt you, Mr. Burns, to point 
out—I think it is important for the record, that this memorandum 
is dated February 4, 1954. That is about 2 months after Blyth & 
Co. went on the stockholders’ committee of Puget Sound. It 1s sig- 
nificant in view of the fact stated in the opening sentence that— 
within a relatively short time we will have access to the Puget stockholders’ 
list. 

He was already a member of the stockholders’ committee, and not 
yet had the list of the stockholders. 

Mr. Dean. Did not get it until a year later, Senator. 

Senator O’Manonry. He was hoping to have it within a couple of 
weeks. 

Mr. Burns. The letter says: 

This is particularly important since most other members of the committee 
look to us for leadership. 

In view of the fact that Mr. Laurence Marks was the chairman 
of this committee and Mr. Currie was the secretary, will you tell us 
what you meant when you said: 


Most of the other members of the committee look to Blyth & Co. for leadership. 


Mr. Miuuer. I think that relates back to the testimony that I have 
already placed in the record that we felt that we were instrumental 
in bringing a number of the participants onto the committee and hence 
they would look to us for leadership in it. 

Mr. Burns. Then in the last paragraph on that page, you stated: 

Assuming we decide to go ahead with efforts to unseat the management and 
are successful, it seems to me it has got to be done on the basis of incompetence 
of the present management and not with the expressed purpose of effecting a 
merger with Washington Water Power on the basis of the original terms. 

Did you feel or did you consider that the management was incom- 
petent at the time? 

Mr. Miter. I believe that they had recourse to staying in business 
as an investor-owned utility, that Mr. McLaughlin had assumed a 
defeatist attitude as witnessed by much material that he had written 
and had been published. 

We did not believe that that was the proper route to go. And I 
personally believe that that was in the nature of being incompetent. 
It was proven that he had recourse to other methods. He did not 
have to go to public ownership versus investor-owned, and an investor- 
owned company. 

Senator eS iavbony. But it was your general objective to promote 
the merger—that is what you have been testifying all day. 

Mr. Mixter. Yes. 

Senator O’Manonegy. That is what you were interested in? 

Mr. Mixer. Yes, sir. 

Rene O’Manoney. And in this statement you say specifically 
that— 


if it should be decided to go ahead with the effort to unseat the management 
it should be done upon the basis of the alleged incompetency of the manage- 


ment— 
but suppressing your real objective, which was to Poe the merger. 
That you say in the plainest of plain words, and I am quoting— 


and not with the expressed purpose of effecting a merger with Washington 
Water Power. 


67272—56—pt. 5——_12 
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Mr. Muuer. I was merely presenting certain approaches which 
could be used. I point out to you, sir, at the end of this matter, the 
paragraph which reads: 

The whole purpose of this memorandum is to express the thought that the 
time has now come for action on crystallization of our position rather than to 
advance any specific suggestions. 

Senator O’Manoney. If you were a newspaperman, how would you 
write a headline to describe the meaning of that sentence? 

Mr. Mrtter. I thought we should crystallize on where we were 
going at that point—we should decide. 

Senator O’Manonry. Were you not going toward a merger? 

Mr. Mitter. We were going toward a merger but at this particular 
point we had run into a great deal of opposition, so far as Mr. Mc- 
Laughlin was concerned, 

Senator O’Manonry. If you think that is an explanation, you are 
beyond me. The whole purpose of this memorandum is to express 
the thought that the time has now come for action on crystallization 
of our position, rather than to advance any specific suggestion. 

How could you crystallize a position without the suggestion? 

Mr. Muuer. This situation—— 

Senator O’Manonry. What do you mean by a specific suggestion ? 

Mr. Miter. This situation, Senator, was in a state of flux. I was 
trying to point out to my associates that we had to decide, or I 
thought we should decide, on the road we were going to travel from 
here. 

Senator O’Manonery. Well in paragraph No. 1 of this same mem- 
randum, you say: 

The strongest action that could be taken would be aggressively to engage in a 
proxy contest with the objective of unseating at least a majority of the present 
board of directors following which the present management would be replaced. 

Mr. Mititer. That was an alternative. 

Senator O’Manonry. That is the pronouncement of your objective. 

Mr. Murr. Oh, no. That is an alternative which was presented. 
You will notice that there were other alternatives included in here. 

Senator O’Manonry. I see No. 2 on the second page: 

The position can be taken that despite strong efforts a point has now been 
reached where the possibilities of success in opposing the Puget management, 
are small and since McLaughlin has publicly announced that he will not sell 
out to public power and intends to operate as a separate entity, our primary 
purpose, which was to resist the encroachment of public power, has been 


attained and we are willing under these circumstances to sit back and watch 
Mr. McLaughlin accomplish the improvements— 


let me read that again— 


our primary purpose, which was to resist the encroachment of public power, has 
been attained and we are willing under these circumstances to sit back and 
watch Mr. McLaughlin accomplish the improvements in his situation which 
he has stated he can do. 


There is no qualification about that statement, that your primary 
purpose was to resist the encroachment of public power, is that right? 

Mr. Mixier. I think it probably would have been better to say “a 
primary purpose.” 

Senator O’MAnoney. Well, it was a primary purpose. 
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Mr. Mriuer. I do not think there is any secret when it is a matter 
of investor-owned utilities versus public power that Blyth & Co. is in 
favor of the maintenance of investor-owned utilities. 

Senator O’Manonery. Your campaign was to bring about the 
merger, neither in the interests of public power nor in the interests of 
the stockholders of the Puget Sound Power Co. of which you were 
representing yourselves to be a part through a “stockholders com- 
mittee” into whose membership you invited yourself . 

Mr. Mixier. It seems to me that there were two purposes. One, the 
benefits that would accrue to the stockholders of Puget Sound and the 
other to resist the encroachment of public power. 

I think although the merger was never actually consummated we 
accomplished both of those purposes, at least up to this point, in the 
sense the company has not gone public power, and the stockholders 
have had substantial appreciation over that which they would have 
gotten, had the company been sold to public power. 

Senator O’Manonery. Well, now, I submit to you, sir, that your 
memorandum of presenting the alternatives as you suggest presents, 
first, the alternative of making aggressive warfare on the present 
board of directors and replacing them; and, two, you might since Mr. 
McLaughlin has publicly announced that he will not sell to public 
power and since a primary purpose was to resist the public power, 
just sit back and let things drift for a while. While, third, was « 
proposal that you might proceed and sound out the directors of Wash- 
ington Water Power, on the theory that you could get them to offer 
a more favorable plan of a merger. 

In other words, two alternatives are directed at merger. The other 
is merely a statement of the accomplishment of a primary purpose 
which was to stymie the advance of public power, meaning the public 
power as represented by the public utility districts of the State of 
Washington. 

Mr. Mirier. We were opposed to it. 

Senator O’Manoney. That is a correct summary of this statement, 
is it not? Perhaps you would not have used my language. 

Mr. Miuter. We were interested in effecting a merger of Puget 
Sound Power & Light and Washington Water. 

Senator O’Manonry. You never abandoned that. 

Mr. Mitier. We have not abandoned it up to this point, to the 
best of my knowledge, sir. 

Senator O’Manonrey. That is right. 

Mr. Miter. We were opposed to the encroachment of public power. 

Senator O’Manoney. That is right. 

Mr. Mirter. That would be my statement. 

Senator O’Manoney. So this last paragraph is not an answer or a 
rebuttal to anything that I have said in the question ? 

Mr. Miter. Only to the extent that I am trying to get my asso- 
ciates thinking about where we go from this point on. I am trying 
to get them thinking, so that they can come up with any suggestion 
that they might have. 

Senator O’Mauonery. That was as of February 4, 1954, when you 
did not have access to the stockholder lists. Have you or your asso- 
ciates come up with any plan—has the opposition been crystallized ? 
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Mr. Murr. We have no position on it to the best of my knowledge, 
of any steps to be taken at this moment. 

Senator O’Manonry. Well, is it time now to liquidate the stock- 
holders committee of Puget Sound ? 

Mr. Mitier. I would not make the decision on that score. 

Senator O’Manoney. Would you make a recommendation on that 
score ¢ 

Mr. Miuier. My recommendation on that score would be not to liqui- 
date the committee. 

Senator O’Manoney. You may proceed. 

Mr. Burns. This suggestion of yours that the committee consider 
whether the effort to unseat the management should be on the basis of 
incompetence of the present management was not adopted by the other 
members of the committee; was it? 

Mr. Miter. No, sir. You mean the stockholders committee ? 

Mr. Burns. Yes. 

Mr. Miter. No, sir. 

Mr. Burns. They did not agree with your suggestion that there 
would be any possibility of estz blishing the incompetence of the pres- 
ent management ? 

Mr. Miter. I do not know that that was the reason that it was not 
adopted. It was a condition that existed in the past. You were faced 
at that point with a picture whereby Mr. McLaughlin had increased 
his dividend on his common stock from 80 cents to $1.72 a share—it 
may not have been $1.72, but it was considerably higher than 80 cents 
a share, the effect of which, of course, in terms of equity value—values 
of utility common stock is to raise the price—so that it is quite difficult 
to establish in the minds of the holder of the stock incompetence of 
management in a period where you have had a price appreciation and 
a dividend increase. 

I might say parenthetically, if I may, that I believe that the stock- 
holders committee again played a very important part in the decision 
of Mr. McLaughlin and his board of directors to increase these divi- 
dends to the present $1.72. 

Mr. Burns. But this phrase which you used: 


On the basis of incompetence of the present management— 


was simply a mode of attack which you thought should be considered, 
but you did not believe at that time that the present management was 
incompetent ? 

Mr. Miter. I believe that the management was incompetent in a 
sense. 

Mr. Burns. You mean in the sense that they did not want to approve 
the merger ? 

Mr. Mittrr. No; in the sense that the president of the company 
takes the position in his written statements that there is no alterna- 
tive for my company other than public ownership and impugns anyone 
who thinks that he can survive it. I am not giving it to you verbatim 
obviously. 

Within a relatively short time it was discovered that he did not have 
to sell out, and has not yet sold out to public power at a price which 
is greatly below the present market value of the common stock. I 
believe that that is incompetent. 
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Mr. Burns. Was that view shared by any other members of the 
committee, to your knowledge? 

Mr. Miter. Oh, yes. I think that others of us believed the efforts 
to sell out to public power was being attempted at a value that was 
intrinsically below the true value of the common stock. 

Mr. Burns. That is not my question. I asked you whether any of 
the other members of the firm had expressed the view to you that the 
management actually was incompetent. 

Mr. Miuxer. I have no recollection of anyone in my firm expressing 
that. 

Mr. Burns. Or any members of the committee ? 

Mr. Mriuuer. Well, I think that there were some members of the 
committee that agreed with me that it was a measure of incompetence 
if a management wanted to consummate the sale of a common stock to 
public power below its intrinsic value. 

Mr. Burns. And if Mr. McLaughlin, who is the head of that man- 
agement, agreed with the merger, then you would withdraw the sug- 
gestion of his incompetence; is that what you mean? 

Mr. Mriuer. Well, we never prepared anything that was released 
to the public, as I recollect it. 

Mr. Burns. I am asking you simply about some language which 
you used, and I had made the suggestion that you did not really 
believe he was incompetent but that you were going to put that, or 
suggested that that be used, as the method of attack. 

Mr. Miiier. You are suggesting that I did not believe that the 
management was incompetent ? 

Mr. Burns. Yes. 

Mr. Mirurr. I did believe the management was incompetent. 

Mr. Burns. Now, I am asking you whether it is not a fact that 
others on the committee expressed contrary views. 

Mr. Mur. I think they might have. 

Mr. Burns. As a matter of fact, was not it even suggested after 
your memorandum of February 4, that if Mr. McLaughlin would 
agree to the merger, they would make him chairman of the board of 
the new company ? 

Mr. Mitrrr. I believe that is so. 

Mr. Burns. And they certainly would not do that if they thought 
he was incompetent, would they ? 

Mr. Miter. I have said, sir, that others perhaps disagreed with 
me. 

Mr. Burns. You know, do you not, that Mr. Borneman had sug- 
gested some time after your memorandum that Mr. McLaughlin 
could be made chairman of the board of the new company if he agreed 
to the merger ? 

Mr. Miuter. I did know that, and my understanding of it was that 
it was an effort to compromise. I think the whole history of this 
committee has been one—in our efforts prior to our joining the com- 
mittee—has been one of attempting to work out something that would 
be mutually satisfactory to all. 

Mr. Burns. But the members of your committee would not have 
recommended putting as chairman of the board a person whom they 
considered incompetent, would they ? 
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Mr. Miter. I am not expressing the opinion of my committee— 
of the stockholders committee. I gave you an expression of my 
opinion, that Mr. McLaughlin was incompetent. 

Senator O’Manoney. The point is clear, in any event, Mr. Miller, 
that a majority of the investment house members of the stockholders 
committee of Puget Sound did not adopt your suggestion that the 
incompetence, alleged or otherwise, of Mr. McLaughlin should be 
the plan of attack to promote the merger ? 

Mr. Mitier. You are quite right, sir. 

Senator O’Manonery. They chose rather in the interests of the stock- 
holders or of the investment bankers, probably the latter, to offer a 
compromise and put Mr. McLaughlin, of whose competence you had 
such a dim view, at the head of the whole enterprise ? 

Mr. Mitier. You are quite right. 

Mr. Burns. That is all I have. 

Senator O’Manoney. We are very grateful to you, Mr. Miller, for 
your presentation. Wearesorry to have kept you on the stand so long. 

Mr. Minrer. Thank you. 

Senator O’Manonry. You are excused. 

Senator O’Manoney. We will take a 5-minute recess. 

(Short recess. ) 

Senator O’Manoney. The committee will come to order. 


TESTIMONY OF KINSEY M. ROBINSON, PRESIDENT, WASHINGTON 
WATER POWER CO., SPOKANE, WASH.; ACCOMPANIED BY ALLEN 
G. PAINE, COUNSEL, AND JAMES E. WINTON, ADMINISTRATIVE 
ASSISTANT 


Mr. Burns. Your name is Kinsey M. Robinson ? 

Mr. Roprnson. Yes. 

Mr. Burns. You have been sworn, Mr. Robinson ? 

Mr. Roprnson. Yes, I have. 

Mr. Burns. Are you the president of Washington Water Power 
Co. ? 

Mr. Ropinson. Yes. 

Mr. Burns. That has its principal office in Spokane ? 

Mr. Roginson. That is right. 

Mr. Burns. And how long have you been president of that com- 
pany ? 

Mr. Rosrnson. Since June 1938. 

Mr. Burns. And were you connected with it before that time ? 

Mr. Rogrnson. No. 

Mr. Burns. In what States does this company operate? 

Mr. Rosinson. In eastern Washington and northern Idaho. 

Mr. Burns. And before you were with Washington Water Power 
Co., were you in the electric utility business ? . 

Mr. Rosrnson. Yes. 

Mr. Burns. In what connection? 

Mr. Rostnson. I started as a groundman and was a journeyman 
lineman 17 years of age, construction foreman when I was 19, went on 
through and became president of Idaho Power Co. in January 1934. 
The first company that I worked for was the predecessor of the old 
Idaho-Oregon Light & Power Co. 
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Mr. Burns. And when you went with Washington, you went as 
president ? 
~ Mr. Rosrnson. Yes. 

Mr. Burns. At the time that you went with Washington, was it a 
subsidiary of some other company ? 

Mr. Roprnson. It was a subsidiary of American Power & Light Co. 

Mr. Burns. And was that part of the Electric Bond & Share system 
at that time? 

Mr. Rogsrnson. Yes. 

Mr. Burns. Was the Idaho Power Co. in that same system ? 

Mr. Rorrnson. No. 

Mr. Burns. Do you know whether it was in any other holding 
company ? 

Mr. Roprnson. It was an electric power and light subsidiary, which 
was also a subsidiary of Electric Bond & Share. I thought you meant 
in the same holding company group. 

Mr. Burns. Under a different holding company group, but the top 
holding company of both Idaho and Washington was Electric Bond 
& Share? 

Mr. Rostnson. That is right. 

Mr. Burns. At the time that you became president of Washington, 
did it have any relationship with E basco Services? 

Mr. Roprnson. Yes. Well, yes, it was about 1938 

Senator O’Manonry. How did you happen to become president of 
Washington ? 

Mr. Roptnson. They asked me to. 

Senator O’ManoneEy. Who asked you to? 

Mr. Rostrnson. The president of American Power & Light Co. My 
predecessor was asking to retire, and he asked me to go over there and 
take that job. 

Mr. Burns. What was the nature, the relationship, between Wash- 
ington and Ebasco when you became president ? 

Mr. Roprnson. Well, they were our—we were their client. We used 
them as a service organization. 

Mr. Burns. Would you just state briefly what type of services they 
have rendered for your company over the years? 

Mr. Roprxson. Engineering, accounting, sales, tax, and all of the 
general services that are rendered by a utility service company. 

Mr. Burns. And do they continue to render that type of service for 
Washington ? 

Mr. Roptnson. Yes. We have some general services that we take 
from Ebasco, and all of the rest of the services are by individual con- 
tract at the time. 

Mr. Burns. You do not have any standing contract with Ebasco? 

Mr. Roptnson. Yes. Well, it is a year-to-year thing in which these 
general informational things about changes in tax Jaws, and those 
things, but the specific jobs the +y do for us are all by individual order. 

Mr. Burns. In addition to the engineering services of Ebasco, do 

= | you obtain the services of any other engineering firms ¢ 
me Mr. Rostnson. In our own company ? 

134 Mr. Burns. Yes. 

934. : . ; 

old Mr. Roptnson. Yes, we have used other firms. 
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Mr. Burns. For what purposes would you use other engineering 
firms ¢ 

Mr. Roginson. We have used them in connection with condemna- 
tion cases, to a large extent. 

Senator O’Manonry. Is Ebasco servicing you now? 

Mr. Roprnson. Yes. 

Senator O’Manoney. In what particular ways is it servicing you? 

Mr. Rosrnson. In any way that we ask them to. 

Senator O’Manonery. I am asking for the duties now being per- 
formed. 

Mr. Rosrnson. Well, the major one is the design and supervision of 
construction of an $85 million hydro plant on the Clark Fork River in 
western Montana. 

Senator O’Manonry. What else are they doing? 

Mr. Rogrnson. Well, I would have to check with the rest of my de- 
partments to know as of this moment. 

Senator O’Manoney. Well, I will not ask you to do it now. Will 

ou make that check, please, and provide it to the committee and send 
it in by mail? 

Mr. Rosrnson. As of some certain date? 

Senator O’Manoney. As of the present moment, let us find out. 

Mr. Rosrnson. We will do that. Mr. Paine advises me that the 
staff has all of that information. 

Senator O’Manoney. Do you have that information ? 

Mr. Burns. We have some information, but since I did not expect 
to reach Mr. Robinson at this hour, I have not all of that before 
me. We can examine it, and we will communicate with him if we 
already have it. 

Senator O’Manoney. All right. You will supply any information 
that they desire dealing with this subject ? 

Mr. Ropinson. We will be glad to. 

Senator O’Manonry. What the services are? 

Mr. Ropgrnson. Yes. 

Mr. Burns. What other engineering firms have you employed ? 

Mr. Rosrnson. Well, we have employed W. C. Gilman & Co. 

Mr. Burns. Any others? 

Mr. Rosrnson. Loeb & Ames, Black & Veech: 

Senator O’Manoney. Mr. Paine, will you not sit beside your client? 

Mr. Patne. That might make it simpler. 

Senator O’Manoney. Will you give your full name, Mr. Paine— 
will you give your full name? 

Mr. Patne. Allen G. Paine. 

Mr. Rosrnson. I think that is all. 

Mr. Burns. I would like to have marked —— 

Mr. Rosrnson. There is another one, Howson, Halverd, Burdick 
& Howson, Chicago, Il. 

Mr. Burns. I would like to have marked as an exhibit, No. 51, a 
document headed “The Washington Water Power Co., W. C. Gilman 
& Co., Service Fees.” 

(The document was marked “Exhibit 51,” and will be found in the 
files of the subcommittee. ) 

Mr. Burns. This contains figures for the years 1952 to the period 
ending August 31, 1955. Exhibit 51 shows that during that period 
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Washington paid W. C. Gilman fees aggregating $98,930. Is that 
amount not correct ? 


Mr. Rostnson. That is correct. 

Mr. Burns. Do you know whether any other fees were paid to the 
Gilman firm by Washington during that period ? 

Mr. Rosrnson. Not to my knowledge. 

Mr. Burns. Do you know whether Gilman was retained by Wash- 
ington prior to 1952? 

Mr. Rogtnson. Yes. 

Mr. Burns. Can you give us any estimate as to the period of time 
he was employed ? 

Mr. Roprnson. Well, I think it has been 10 years continuously in 
connection with one kind of condemnation, Chalen, against our Chalen 
powerplant and distribution and transmission system. 

And he was employed for a considerable period of time by Stevens 
County PUD condemnation suit which was tried once in 1948, and 
they failed being able to raise the money to take the property, and that 
went back for another life, one that we have to deal with. Also testi- 
fied in the Grant County PUD condemnation case, Mr. Paine informs 
me, about 1946. 

Mr. Burns. What were these various matters for which Gilman 
rendered services during 1952 to 1955, which are referred to on exhibit 
51% 

Mr. Roprnson. Preliminary studies in the Chalen condemnation 
case amount to $12,595; Puget Sound merger, $36,237. He was also 
expert witness in hearings which continued for some 9 weeks, Chalen 
condemnation case, $48,505. 50. ‘That also includes the windup of that 
case in which we ’ stipulated a price and quoted which the Chalen 
County PUD took our property over. And Stevens County con- 
demnation case in the amount of $1,592.50. 

Mr. Burns. Are you aware that Gilman & Co. had been employed 
by Kidder, Peabody on two occasions in recent years to prepare 
brochures with respect to Washington Water Power and distribu- 
tion, that is, for distribution for that firm ? 

Mr. Rosrnson. I have read these brochures where he said he had 
prepared it for them. 

Mr. Burns. And did you know before each of those were prepared, 
Mr. Gilman was doing that work for Kidder, Peabody 4 

Mr. Ropryson. I understand that he is regularly or has regularly 
prepared reports for Kidder, Peabody. 

Mr. Burns. And were those brochures an accurate representation 
of your firm, in your opinion ¢ 

Mr. Ropryson. Well, I think that the figures, as far as earnings 
and one thing and another are concerned—I certainly did not have 
anything to do with the conclusions or never have I worried about 
his conclusions. They were his. 

Mr. Burns. But during the time that he prepared these brochures 
for Kidder, Peabody, which they intended to distribute to persons 
who might be interested in evaluation of the stock of Washington, 
Gilman was employed continuously on one matter or another by 
Washington ? 

Mr. Rosrnson. That is right. 
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Mr. Burns. Did you use Mr. Gilman in any other connection then 
to prepare engineering reports or to testify at proceedings in which 
you needed an expert engineer ? 

Mr. Roprnson. I do not know as we have ever employed him spe- 
cifically for that. We have discussed and worked with him on many 
matters that affected the company. 

Mr. Burns. You were aware of the formation of a Puget stockhold- 
ers committee about which there has been some testimony here since 
you have been in the room ? 

Mr. Rosrnson. Oh, yes, I was aware that there was a stockholders 
committee. 

Mr. Burns. And you were aware that a suit was filed in the Massa- 
chusetts court by one Tilney and one Collins in October of 1952, at 
which you testified ? 

Mr. Rosrnson. That is right. 

Mr. Burns. Did you know that that suit was going to be filed be- 
fore it was filed ? 

Mr. Roginson. No; not to my knowledge. 

Mr. Burns. No one told you the suit was going to be filed? 

Mr. Roptnson. Oh, they could have, but I do not remember that 
they ever did. Everybody was keeping me informed. I know that. 

Mr. Burns. Did you not have any discussions with anyone about 
steps which might be taken to restrain the stockholders of Puget from 
holding the meeting at which they were to approve the sale to the 
PUD? 

Mr. Rozrnson. We had previously made a merger offer, and if 

ee asked me any questions, I certainly talked ‘with them about 
but whether I did or not—that is a little far back for me to 
cade 

Mr. Burns. Having made the merger offer, you made the merger 
offer just prior to the time when the stockholders were supposed to 
hold a meeting, that is, Puget Sound stockholders? 

Mr. Rogrnson. Our stock was distributed, as I remember, on 
August 23, and our first activity with the new board that was put 
into Washington by the nomination of American Power & Light, 
and the approval of SEC, we had a $30 million bond issue, to have 
the board approve. And shortly after that a deal was—after that 
deal was consummated, we made this offer—the board of directors 
made this offer of merger to Puget. 

As to that date, I do not remember as to the exact date. 

Mr. Burns. But this thought of having the merger with Puget 
had been discussed some time before August 1952, when this stock 

was distributed, was it not? 

Mr. Rogrnson. Oh, yes; I tried to get American to let me make an 
offer of merger way back in 1948 or 1949, but American said that 
they did not think Washington or Puget, either one, were worth a 
darn. So I did not get any place. So I had to wait until I got rid 
of the holding company so I could make recommendations to the 
board. 

Senator O’Manonry. Who told you that they were not worth a 
darn? 

Mr. Rositnson. The management of American Power & Light. 

Senator O’Manoney. But you, being manager of Washington 
Water at that time, you felt that such a merger ought to be made? 
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Mr. Roptnson. I knew better. I knew both companies were good 
companies. 

Senator O’Manonry. You knew there was a market there? 

Mr. Rogtnson. Sure. 

Senator O’Manonry. The distant management did not know? 

Mr. Rogtnson. Well, I do not know what they knew. I know what 
they told me. 

Senator O’Manonry. They would not let you? 

Mr. Roprnson. They thoroughly disagreed and told me so. 

Senator O’Manonery. They would not let you do what you wanted ? 

Mr. Rogtnson. No. They had 100 percent of voting control. 

Senator O’Mauonery. Do you think that mergers are a good thing, 
then ? 

Mr. Rowinson. Yes. 

Senator O’Manonrey. If distant directors do not know what is 

good for the local companies—— 
' Mr. Roprnson. Well, it all depends. A merger is good if it is finan- 
cially sound and in the best interests of the stockholders and the public 
and the employees. If it is not, then it is not good. I do not care 
where the directors live. 

Mr. Burns. As early as March 1952 you had discussions with repre- 
sentatives of Blyth & Co. about the possibility of a merger with Puget 
at a later date? 

Mr. Rosrnson. Yes. I heard that testimony. We knew that our 
stock was going to be distributed ; that American was not going to sell 
us down the sewer to PUD operation, and our stock was going to be 
distributed. There was no decision to make a merger. As a matter 
of fact, I had not even made up my own mind, but I was having invest- 
ment houses and other people who were familiar with the Puget- 
Washington situation make pro forma statements to see what they 
thought “could be done by the merging of the two companies, and I 
talked not only to Blyth, but sever: al other investment houses, and tried 
to get their ideas; so far as I found out, no guy lives long enough in 
this business, and is smart enough to do so. T take every bit of advice 
I can get and discourage none. 

Mr. Burns. And your first actual offer to Puget was made in about 
October of 1952, shortly before the stockholders suit was filed in 
Massachusetts ? 

Mr. Rostnson. That is right. 

Mr. Burns. And you testified in that proceeding ? 

Mr. Roptnson. Yes; I was asked to appear and did. 

Mr. Burns. Do you recall who asked you to appear ? 

Mr. Roprnson. Judge Burns? 

Mr. Burns. Judge Burns? 

Mr. Roprnson. Yes. 

Mr. Burns. And had you previously known him? 

Mr. Rosrnson. Well, not in any business way. I think I had met 
Judge Burns before, I am sure, even prior to that time. 

Mr. Burns. Do you know how Judge Burns happened to communi- 
cate with you to go to testify ¢ 

Mr. Rosrnson. No, I do not know what prompted him to do it, so 
far as that is concerned. 

Mr. Burns. Did he reach you by telephone? 
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Mr. Rosrnson. Yes. I think that I was in New York at the time, 
and he called me on the phone from Boston, as I remember it. 

Mr. Burns. And before he called you, had anyone told you that the 
suit had been filed ? 

Mr. Rosgrnson. I do not remember. I assume I knew something 
about it, that it had been filed, or I would not have known what he was 
talking about when he called me. 

Mr. Burns. When he called you, what arrangements did he make 
about your going to Boston to testify ? 

Mr. Rosryson. He just asked me if I would come. 

Mr. Burns. Did he tell you why ? 

Mr. Rostnson. He said, I suppose that he told me about it, that the 
suit had been filed, and that there was to be a hearing, and he asked 
me—he thought that since we had made the merger offer, I should 
appear and so advise the court. 

Mr. Burns. Was there any discussion with him as to the importance 
that your testimony with respect to the merger offer would have? 

Mr. Rogzrnson. Oh, I think that is the reason he asked me, because 
he thought it was important. 

Mr. Burns. And was there any discussion about any other witnesses 
who would testify beside yourself ? 

Mr. Rosrnson. I do not think so, not to my knowledge. 

Mr. Burns. Do you recall that Bill Gilman also testified ? 

Mr. Rogrnson. Yes. 

Mr. Burns. He was an engineer that had been employed by your 
company ; is that right ? 

Mr. Roprnson. Yes, sir; that is right. 

Mr. Burns. Can you tell us at whose instance he was sent to Massa- 
chusetts to testify ? 

Mr. Ropinson. I think he testified in a case that he was requested 
by Judge Burns to testify. 

Mr. Burns. When Judge Burns talked to you, did he suggest that 
you bring an engineer along to give some of the technical details with 
respect to the merger ? 

Mr. Roprnson. Not to my knowledge; no—not to my memory. 

Mr. Burns. Do you mean that Judge Burns asked you as president 
of the company to come, but did not ask you about some engineer, 
partciularly one who had been actually employed by your company? 

Mr. Roprtnson. He could have, but 1 do not remember it. 

Mr. Burns. You do not recall? 

Mr. Rosryson. That he did, no. 

Mr. Burns. Do you know any reason why Gilman was selected to 
testify, rather than some engineer for Ebasco Services, who was fa- 
miliar with the company’s operations ? 

Mr. Rogrnson. No; I do not. 

Mr. Burns. Well, now, at that time did you talk to any of these 
investment bankers about this suit, at which you testified in Boston? 

Mr. Rostnson. Well, I do not remember as to the timing, but if any- 
body talked with me, I certainly talked with them about the suit— 
any part of it, because we made a merger offer in good faith, and we 
hoped that it would be accepted by Puget, as an alternate to selling out 
to PUD, at a price which we thought was considerably below the value 
of the property. 
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Mr. Burns. Let me refresh your recollection, or attempt to refresh 
it. We have an exhibit No. 46, a memorandum of November 3, 1952, 
from Federick L. Miller, to members of his firm in which he said: 


Kinsey Robinson just called me on the phone to bring me up to date on the 
Washington Water Power—Puget Sound situation. 


Do you recall telephoning to Mr. Miller after you testified in the 
Boston suit ? 

Mr. Rosrnson. I did not remember it particularly. There were 
several people asked me when I got back from Boston, would I please 
give them a ring, or they give me a ring, and they w anted to be brought 
up to date on “what happened in the Boston case, which was tried 
that day. 

Mr. Burns. Had you talked to several of these investment bankers 
about going up to Boston to testify ? 

Mr. Rosrnson. If I happened to see them, I probably told them. I 
was not hiding anything. I was glad of an opportunity to go. We 
were earnestly after a merger, and I was doing everything that was 
humanly possible and within reason to do. 

Mr. Burns. I was just asking, because you called him on the phone, 
and I was just inquiring whether you had previously made some ar- 
rangements to talk to some of these people after you had testified, 
or whether you just happened to decide to call him. 

Mr. Roprnson. Some of them asked me previously, and when I got 
back to the office in New York, there were several ca Is arn for me 
to return their calls, and let them know what happened. 

Mr. Burns. Did you know Mr. Miller quite well at that time? 

Mr. Rosryson. Well, I have known him for some time. 

Mr. Burns. You asked him to consider having someone in his 
organization testify on a later suit that may develop in this matter. 
What were you referring to? 

Mr. Rorrnson. My understanding when I was up in Boston, that 
this, whatever the legal term was, to enjoin Puget from going ahead 
with their stockholders meeting might not meet with satisfactory re- 
sults, and they would have to bring another suit—another type of 
action in Boston to be sure that they got our merger offer considered 
prior to any sale that was made to PUD. 

Mr. Burns. Was there any discussion at that time about a suit being 
brought in the State of Washington to restrain the PUD’s from 
entering into the contract with Puget ? 

Mr. Rosrnson. Not to my memory. 

Mr. Burns. You were not referring to such a suit when you talked 
to Mr. Miller? 

Mr. Roprnson. No. 

There was a second suit in Boston that the lawyers for the commit- 
tee, or whoever it was, Mr. Tilney and Mr. Collins, told me that they 
might have to bring another suit to protect their interests. 

Mr. Burns. Well, now, there has been reference made to Mr. Wil- 
liam Parrott. 

Mr. Rostnson. Yes. 

Mr. Burns. Will you tell us who he is? 

Mr. Roprnson. Under Ebasco Services, there is one man from 
Ebasco assigned to a certain group of companies as the general con- 
sultant, and his duties are as a liaison man between the client and the 





2055S STUDY OF THE ANTITRUST LAWS 


Service Co., because we do not know out in the field just which engi- 
neers to talk to about a certain matter or what accountant to talk to 
about a certain account, or who in the sales department or in the tax 
department. So his job is to take our requests that we make and see 
that they are processed through Ebasco and actually get back to us— 
the answer gets back to us, and to take care of any other matters which 
we specifically request him to take care of. 

Mr. Burns. Does he hold any title in Ebasco / 

Mr. Rozginson. Well, his title is general consultant. 

Mr. Burns. General consultant ? 

Mr. Roprnson. Yes. 

Mr. Burns. And does he hold any title, so far as the Washington 
Water Power organization / 

Mr. Ropitnson. No. 

Mr. Burns. He is not employed by Washington Water Power 
directly ¢ 

Mr. Ropinson. No. 

Mr. Burns. Does he have an office at the office of Washington Water 
Power ¢ 

Mr. Ropinson. He is, or has for the past several months been out 
there and had an office in our building, and has been acting as liaison 
man and secretary for the Pacific Northwest Power Co., which is a 
company of which I am president, and is owned jointly by Portland 
General Electric, Pacific Power & Light. Montana Power Co.. and 


our cOmMpany. 
Mr. Burns. I will come back to that later, but just in connection 
with the services that Ebasco renders to Washington, he has not had 


an office out there? 

Mr. Rogrnson. That is right. 

Mr. Burns. Then, in Spokane, he is there a considerable amount of 
time during the period that he has serviced Washington, or do you 
have to contact him in New York? 

Mr. Ropinson. He comes out there occasionally, not very often. |] 
generally contact’ him in New York or by telephone, or in whatever 
manner is convenient. 

Mr. Burns. Is it necessary to contact him with any degree of regu- 
larity ¢ 

Mr. Rosinson. It all depends on what I am doing. I certainly 
used a lot of his time during the time we hoped the merger was going 
to be consummated. 

Mr. Burns. Over what period of time would you say that was? 

Mr. Rosrnson. Well, that was from the time that we made the offer 
of merger, until they quit on November something, 1953—1953, I guess 
it was. 

Mr. Burns. Will you tell us in what way you used Mr. Parrott in 
connection with this proposed merger, starting with some time in 
1952 ¢ 

Mr. Rozinson. Well, ever since he has been general consultant and 
assigned to one of these companies, Washington Water Power, I have 
tried to keep him as familiar as I can with ‘all of the activities of the 
company, its earnings, and its prospects, and all of those things, so 
that he was in position to answer any requests that he might have from 
investment bankers, stockholders, and others. And, naturally, he was 
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well versed in all of the prospects of Washington Water Power Co. 

And when I was not in New York I asked him to do his best to 
answer any questions that came from stockholders or members of the 
stockholders committee. 

Mr. Burns. Was it a normal part of the services rendered by Ebasco 
to be in the position to give financial information with respect to 
Washington / 

Mr. Roprnson. Yes. In fact, I had asked Ebasco to permit him to 
do that. 

Mr. Burns. But before this merger suggestion became active—— 

Mr. Rosiyson. Oh, yes, I have used him for that ever since he has 
been the general consultant for our company. 

Mr. Burns. Just so that we may understand a little bit more clearly 
what the nature of the services by Ebasco was, it included more than 
just rendering technical engineering service? 

Mr. Rosrnson. They are our hired men, and we use them for what- 
ever we want. 

Mr. Burns. Would you say that the services of Ebasco, especially 

those of Mr. Parrott, were an essential, integral part. of the operation 
of your company ¢ 

Mr. Rosrxson. Well, I think it is as essential as a lawyer or any- 
body else that you employ. I either had to have somebody back in 
New York a lot of time contacting investment bankers and other peo- 
ple, because the only way you keep your credit of your company up is 
to have people know what it is. If you do not go out and do it your- 
self you do not get it done generally. 

Mr. Burns. You mean that was not the type of help you could 
get directly from any of these investment banking firms? 

Mr. Rosrnson. I would like to have some of my own advice, as well 
as theirs. 

Mr. Burns. What other companies did Mr. Parrott act as consultant 
for? 

Mr. Ropinson. Well, out in the Northwest I guess it would be 
Montana, Pacific Power & Light, and Portland General Electric. I 
think he may have had other companies that he acted as general 
consultant for, but not in our specific area. 

Mr. Burns. Do you have specific engineering employees of Ebasco 
who are employed on projects for your company; or does Ebasco 
send its engineers from one company to the other? 

Mr. Rogsrnson. Well, Ebasco—you mean, if we were going to build 
a power project or something like that? 

Mr. Burns. Whatever the type of engineering services were. 

Mr. Rosrnson. If it is a specific problem i in connection with a pres- 
ent powerplant, we generally know what engineer we want and we 
request that man. If that one is not available, we talk it over with 
him and get a man that we feel is competent to do the kind of consult- 
ing job we want done. 

Mr. Burns. Well, now, that would be with respect to improvements 
or enlargements or the building of new facilities? 

Mr. Rostnson. That is right. 

Mr. Burns. At periods when you are not engaged in enlarging 
or improving or building new facilities, do you have occasion to 

require regular engineering services performed by Ebasco? 
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Mr. Roprnson. Oh, yes; at quite frequent intervals with a property 
as large as ours, a lot of problems arise, and that is what we hire them 
for, for their consulting advice. 

Mr. Burns. Do they actually perform it or supervise the engineer- 
ing work, as well as advise with respect to it? 

Mr. Rosryson. Oh, it all depends on how big the job is and what 
we want them to do. They are hired by us for the things that we 
want them to do. We have an engineering department of our own 
that we use for most ordinary things. If we have any special prob- 
lems, we cannot expect to hire the highest class experts for every 
particular job, and it is much more economical for us to use their 
expert services than it is for us to maintain an organization big enough 
to do that, when they might only be occupied a short portion of the 
year on any specific type of project. 

Senator O’Manonry. How many departments do you have? 

Mr. Roginson. In our company ? 

Senator. O’Manoney. Yes. 

Mr. Rozrnson. Oh, I think we have about eight. 

Senator O’Manoney. Do you have a department on taxation ? 

Mr. Rozrnson. Well, it is—taxation is in the accounting depart- 
ment. 

Senator O’Manonry. You spoke earlier about having Ebasco Serv- 
ices with respect to accounting and taxation. 

Mr. Roprnson. Oh, yes. We have their services in connection with 
accounting. 

Senator O’Manonry. What sort of services would they perform? 

Mr. Rogrnson. If we have any question in our minds, we put it up 
to them to answer those questions for us. 

Senator O’Maunonry. Could you give us an example? 

Mr. Roptnson. Yes. We are just like ever ybody else; if we can find 
a legal way of avoiding any wenn al taxes, we do it. 

Senator O’Manoney. There are a lot of people who do that. 

Mr. Rosrnson. They are more eae than we are, to be very frank. 

Senator O’Manoney. Have you questioned them ‘about that? 

Mr. Rogprnson. What? 

Senator O’Manoney. Have you consulted them about that? 

Mr. Roginson. Well, you mean particularly about avoiding taxes’ 

Senator O’Manoney. Yes. 

Mr. Rosrnson. No. 

Senator O’Manonery. Why did you bring it up? 

Mr. Rosrnson. They use all of the ingenuity they have, and I have 
my men look it over. If they agree, we send it in. We do not have 
any trouble with Uncle Sam on it, either. 

Senator O’Manoney. Well, now, I think you are getting away from 
the question. You brought this in. 

Mr. Roprnson. M: uybe I interpreted your question wrong. 

Senator O’Manoney. You brought in the question of taxation, sir. 
I asked you what services in the ac counting department were rendered 
by Ebasc . and then you launched into a discussion of avoiding 
taxation. I did not bring it u 

Mr. Rorrnson. You asked about taxes, sir, if I may say so. 

Senator O’Manoney. I asked about it, because you mentioned it. 
You mentioned the accounting, and you mentioned taxes. 
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Mr. Ropinson. I tried to answer them, and I hope that I have. 

Senator O’Manoney. Did you get advice from Ebasco on how to 
avoid paying taxes to Uncle Sam ? 

Mr. Roginson. They go over our tax reports, and, in fact, made 
up our tax reports and we have paid them for it. I hope they have 
used their ingenuity to see that we have not paid more taxes than we 
were supposed to. 

Senator O’Manoney. Ebasco makes up your tax return? 

Mr. Roptnson. That is right, from information which we furnish 
them. 

Senator O’Manonry. What other activity of yours does Ebasco do? 

Mr. Rostnson. They help us with anything that we request them 
todo. If we have an accounting problem- 

Senator O’Manonry. That is a generalization. I am trying to be 
specific. 

If, for example, Ebasco makes out the tax returns of the Wash- 
ington Water Power, how many other companies do you suppose 
that it makes out the tax returns for? 

Mr. Rostnson. I would not have any knowledge of that. 

Senator O’Manonry. They must have a general department down 
at 2 Rector Street. 

Mr. Rosrnson. All of the services rendered by Ebasco are by 
request. by order. And if you do not order it, you do not get it. 

Senator O’Manonery. Well, that isa simple, clear statement. What 
I am trying to ask you is what services you have ordered. 

Mr. Roptnson. There is a list of them. 

Senator O’Manonry. You ordered services with respect to avoiding 
taxation. What others? 

Mr. Roprnson. They are all listed in the information which was 
supplied—technical rate consulting service, indenture requirements, 
insurance and safety, accounting consulting service reports, and other 
information. 

Senator O’Manonry. What is this accounting consulting service ? 

Mr. Rostnson. Well, if we want to ask them any questions about 
accounting, we do. 

Senator O’Manoney. Have you asked about accounting? 

Mr. Rosrnson. Oh, yes; classification of accounts under changes of 
the Federal Power Commission rulings, all of those things. We gen- 
erally consult them about it. 

Senator O’Manonry. Do you mean to tell the committee that 
Washington Power does not have competent accountants in the 
Northwest ? 

Mr. Roprnson. We do. 

Senator O’Manonry. Who are able to do this work without con- 
sulting with No. 2 Rector Street ? 

Mr. Rortnson. I think we do have good, competent accountants, but 
anybody that tries to make a company go with the kind of taxes you 
have today, has to have advice from everybody they can get it from. 

Senator O’Manonry. We are talking about accounting. 

Mr. Rortnson. I am talking about accounting. 

Senator O’Manonry. What are the specific difficulties about ac- 
counting that make it necessary for your company to have Ebasco 
accountants tell you how to keep your books? 


6727 


7272—56—pt. 5———-13 





2092 STUDY OF THE ANTITRUST LAWS 


Mr. Rorrnson. Well, they do not tell us anything. They work 
for us. 

Senator O’Manonery. You pay them for nothing? 

Mr. Ropinson. You know better, too, Senator. 

Senator O’Manonery. Well, now, I am only taking up what you 
said, sir. 

Mr. Roginson. That is all right. I understand questions and 
answers both, and that was not a square one. 

Senator O’Manonry. Well, now, I beg your pardon. 

Will the reporter read the question ? 

(CJuestion read as follows: “What are the specific difficulties about 
accounting that makes it necessary for your company to have Ebasco 
accountants tell you how to keep your books ?”) 

Mr. Rosrnson. They do not do it. 

Senator O’Manonry. What do they do? 

Mr. Rosinson. They give us advice, just the same as we would get 
legal advice, just the same as we get engineering advice. 

Senator O’Manoney. This is accounting. Let us get away from 
the law. We are on accounting now. What advice with respect to 
accounting do you get from Ebasco? 

Mr. Roprxson. C hanges and classification of accounts under the 
Federal Power Commission system of accounts. Just recently we had 
the sale of the Chelan powerplant, there were some questions in our 
mind as to the classification for recording the money on the taking 
out of the property and those things. Natur ally we consult people 
who are experts as well as taking our own ideas of how it should be 
clone. 

This is not a simple matter of adding 2 and 2 or 4 and if I did not 
think we needed the advice we would not have it. It has not been 
very expensive. The total of $1,736 from the Ist of January 1952 to 
June 30,1955, That was 31% years. 

Mr. Berns. Was that the total ? 

Mr. Rosinson. No, counting his $1,109.91. 

Senator O’Manoney. Is it not a fact, Mr. Kinsey Robinson, that 
according to your records the total fees paid by Washington Water 
Power to Ebasco for the years 1952, 1953, 1954, and 1955 amount to 
$1,922,568.17 ¢ 

Mr. Ropixson. Do you say approximately a million seven ? 

Senator O'Manonry. Approximately 2 million. 

Mr. Roprxson. That is right. 

Senator O"Manoney. And can you break that down and say what 

was for? 

Mr. Rosinson. About 80 percent of it was for construction alone. 

Senator O’Manoney. 80 percent for construction ? 

Mr. Rosryson. Yes, roughly. 

Senator O’Manonry. When did this construction begin? 

Mr. Rosrxson. Well, it has been through years—I think it is all 
listed here—$409,000 plus in 1952, $125, 000 plus i in 1953, and $38,329 
in the first 6 months or until July 31, 1954. That was all in connec- 
tion with a $48-million project which we built in north Idaho. 

Senator O’Manoney. But the total for 1954 was $455,717, so that 

$38,000 for construction was only a very minor part of it. 

Mr. Rorrnson. I have not attempted to—there is more construction 
than that item in this. 
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Senator O’Manoney. Who is the gentleman—will you state your 

me please ¢ 

Mr. Winton. My name is James E. Winton, administrative assist- 

t, Washington Water Power. 

Senator O’Manoney. You are what ¢ 

Mr. Winton. Administrative assistant. 

Senator O’Manoney. To whom? 

Mr. Winton. To Mr. Robinson and others. 

Senator O’Manoney, Will you take a chair right here? You will 

t have to pop up so often. If you will review the sheets that you 
have been looking at—I assume it is the same as mine—it was obtained 
foal your files / 

{r. Roprnson. Yes; $53,000 of that was for coordinating operation 
of t he Northwest power pool which we asked them to supply the men 

lo our coordinating work on the pool. That is one of the items. 
Others for construction application permit, Noxon Rapids project, 
$3. 800: Northwest power supply study, $6,200, 

License application, that is, doing the work up to the point of the 
application, for the Noxon Rapids hydroelectric project which we 
started last month, $152,347. Chelan PUD county maintenance serv 
ice, $232,959. Another large one is engineering and construction man 
agement on the preliminaries on the proposed Noxon Rapids proj 
g24,414. 

Space planning for new service center, $56,000. 

Senator O’Manoney. You spoke of rates. Have you had the serv- 
ives Of Ebasco with respect to rates / 

Mr. Roprnson. I do not think as far as specific projects are con- 
cerned they have furnished us information as to forms of rate and what 
is going on over the country of the general service. 

Senator O"Manoney. Do they provide you with the rates that con- 
siuners have to pay ¢ 

Mr. Ropinson. Well, they do if we ask them to. They have rate 
experts. 

Senator O’Manoney. Did you have them ? 

Mr. Rozsinson. I do not remember whether we had them. 

We may have had them in 1952, but I do not see it right here. 

Senator O’Manoney. Is it your judgment as the head of this com- 
pany that these services are essential to an ordinary utility such as 
yours is? 

Mir. Ropinson. Yes, sir. If I did not think so, I would not have 
them, because it costs money. 

Senator O’Manonery. Do you feel that an independent utility, such 
as yours I understand is, requires these services from New York ‘ 

Mr. Ropinson. We certainly do. We do not require them from New 
York but we require them from some consulting service. 

Senator O’Manoney. Could you not get along without that con- 
sulting service ¢ 

Mr. . Roprnson. You can always get along without them, but I think 
that you get along a lot better with them. 

Be nator O"Manonry. How often do you go to New York? 

- Roprnson. Every time | feel there is any occasion. I have been 
there oan often for several years. 

We went through a battle for about 5 vears trving to get American 

(distribute the stock instead of selling it down the sewer to PUD’s. 
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Senator O’Manonery. I notice from the testimony of the previous 
witness, Mr. Miller, of Blyth & Co., that several letters addressed 
to you were addressed to you at 2 Rector Street, in care of Elec- 
tric Bond & Share Co. 

Do you make that your headquarters when you go to New York? 

Mr. Roprnson. The proper address is No. 2 Rector Street. While 
the building belongs to Electric Bond & Share, I do not have offices 
anywhere near the Bond & Share portion of the building. I make my 
headqu: irters with Ebasco because we pay for it. 

It isa part of the general services. 

Senator O’Manonry. Thank you, sir. 

Mr. Burns. In what connection did William Parrott represent you 
in making communications to representatives of this stockholders 
committee for Puget Sound ? 

Mr. Rosrnson. Well, I was very interested in what activities the 
stockholders committee were carrying on and I asked him to keep in 
as close touch with us as he could and keep me advised. 

Mr. Burns. Did you furnish information from time to time to the 
committee through Mr. Parrott? 

Mr. Rortnson. Yes; they sometimes wanted the information as to 
our earnings situation and what our program was for construction 
and what we intended to do in the period ahead and I generally sup- 
per that to Mr. Parrott or did it directly if I happened to be in New 

ork. 

Mr. Burns. We had a reference in one of our exhibits recently to 
Mr. Miller keeping contact with Mr. Parrott who he assumed was on 
the ball. 

Do you know what activities ? 

Mr. Rostnson. I hope he was. 

Mr. Burns. What activities he was engaged in? 

Mr. Rorrnson. I believe I expect that he ‘would be. 

Mr. Burns. So he was supposed to push for this merger on behalf 
of Washington Water Power ? 

Mr. Rogrnson. Not necessarily push on it. I wanted him to keep 
in close contact with the committee and I certainly wanted the merger. 

I do not want to leave any impression that I did not. 

Mr. Burns. Did you sometimes submit information to the commit- 
tees through Mr. Gilman ? 

Mr. Rosrnson. If he asked for it, yes. Generally if he requested it. 

Mr. Burns. Well, were there any occasions when you submitted in- 
formation through’ Mr. Gilman to the committee on your own 
initiative ? 

Mr. Rogrnson. I could very well have—I do not remember. 

Mr. Burns. You are familiar with the stockholders suit which 
ultimately resulted in the court granting to the stockholders commit- 
tee the use of the list of Puget Sound stockholders ? 

Mr. Rosrnson. Yes. 

Mr. Burns. And after that court decision, did you come to New 
York and talk to some of the members of that committee ? 

Mr. Roprnson. Well, I have been there a number of times since, and 
have talked to some of the individual members and so forth, yes. 

Mr. Burns. Were you specifically requested by anyone to come to 
New York or to go to New York to talk with them 2 
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Mr. Rozrnson. I may well have been. I do not remember that, any 
specific request. ao 

Mr. Burns. I would like to have marked as “Exhibit No. 52” a 
telegram dated June 2, 1955, from John J. Burns to Kinsey Robinson 
which states: 

Would suggest you make a tentative plan to leave for New York evening 
June 9. Will keep you advised of the developments. 

(The document referred to was marked “Exhibit No. 52” and will be 
found in the files of the committee. ) 

Mr. Burns. Do you remember or recall receiving that ? 

Mr. Roprnson. | probably did. I do not remember it at the moment. 

Mr. Burns. Had you been receiving communications from John J. 
Burns prior to this date 4 

Mr. Rozinson. There may have been a few but there were no great 
amounts of them that I remember anyhow. 

Mr. Burns. Have you received any communications before from 
Mr. Francis F. Currie? 

Mr. Roptnson. I could have—I do not remember. 

Mr. Burns. Well, now, did you go to New York after receiving 
this telegram ¢ 

Mr. Rosrnson. I do not know. I doubt it. Because I was going to 
the Edison Electric Institute Convention in California, this being 
June2. Iam notsure. I could have but not as I remember. 

Mr. Burns. Well, were you shown any drafts of the stockholders 
letter which was sent out by that stockholders committee? 

Mr. Rostnson. I saw a draft or two of it, yes. 

Mr. Burns. Do you recall where it was that you saw the draft ? 

Mr. Rontnson. 1 do not exactly remember. Everybody was showing 
me everything they had and I rather think the one I saw was a draft 
that was made by Al Borneman. Now I could not be positive about 
that. I am not even sure that he showed it to me, but I think some- 
body told me that that was a draft that had been prepared by Al 
Borneman. 

Mr. Burns. I believe that Mr. Borneman testified that you had come 
to New York and he had spoken to you here. Does that refresh your 
recollection ¢ 

Mr. Rostnson. No, it does not, because I did not come here for that 
purpose. If I did, it was just on one of my trips to New York. 

Mr. Burns. Well, you were here when he testified, were you not ! 

Mr. Roprnson. Yes, I was. 

Mr. Burns. Do you recall that he testified in—I am not giving his 
exact words but in substance—that he discussed with you—he re- 
quested of you some indication that Washington would make a new 
merger ¢ 
_Mr. Ropryson. He did not only do it once, but he did it a dozen 
times. 

Mr. Burns. What I am asking is, did he do it between the time the 
telegram was sent to you on June 2, 1955, and the time that the stock- 
holders committee letter went out on July 20, 1955? 

Mr. Rosrnson. He could well, because there was continuous pres- 
sure on me to agree to some kind of a merger offer from the time that 
the other one expired by limitation. 
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In all cases I told him the same thing. They would have to show 
me that they represented enough of the stockholders so that this thing 
would go through and there would not be : any quitting the next time. 
Once you go through one like that, it is not your fault. The second 
time itis. I was not going to get in that position. 

Mr. Burns. But did not Mr. Borneman ask you whether you would 
actually make a new offer in the event that this letter produced an 
indication of sufficient sentiment among stockholders? 

Mr. Rortnson. I told him that I would give it consideration, but 
I would have to have assurance that they represented enough stock 
holders that any other merger offer that we made would have a 
reasonable chance of acceptance and that the management of Puget 
would carry on through until all of the hearings could be held and 
the stockholder meetings held and not one that would expire by limi- 
tation, which is an impossible thing to determine time on. 

Mr. Burns. But you do not rec all havi ing that kind of conversation 
specifically with Mr. Borneman and about the time that you were 
shown drafts of the letter which ultimately went out on July 20? 

Mr. Roprnson. I could well have, because every time I saw him 
he put the same questions and he got the same answers. 

Mr. Burns. But with respect to the letter, I believe that the time 
element—— 

Mr. Roprnson. I see. 

Mr. Burns. Is different. 

Mr. Roprnson. Maybe what you are refering to—I told them that 
if they got in that position regardless of how they get it, that was 
their job. I certainly would be willing to consider a merger offer. 
And if I thought it was a proper and re easonable offer, I would submit 
it to our board of directors. I could not agree to any merger offer 
that had to be made by the board of directors of the company. All 
I could do would be to make a recommendation. 

Mr. Burns. And did you agree with Mr. Borneman that he could 
send out a letter which’ would make a statement to the effect that 
if there was sufficient interest among stockholders that they might 
be able to get a new merger offer ? 

Mr. Rosrnson. I do not think he asked my permission. 

Mr. Burns. Well, now, did they send you a copy of the letter which 
was sent to the stockholders later on ? 

Mr. Rogtnson. Oh, yes; I do not know whether they sent 

Mr. Burns. Did someone send it to you ? 

Mr. Roginson. Someone sent me a copy. In fact, I think I am on 
the mailing list for some of those things. 

Mr. Burns. After you received that letter, did you have any con- 
versation with any member of the stockholders committee with ref- 
erence to the letter ? 

Mr. Rostnson. Not particularly; no. I may have discussed it with 
them, but in any particular 

Mr. Burns. Well, after that did you have any discussion with any 
of the members of the committee or of the firms—I do not limit 
this to the individual members but the firms represented on that 
committee with respect to the merger ? 

Mr. Roprnson. Oh, it had been discussed every time I have been 
in New York. 
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Mr. Burns. I am talking specifically about subsequent to July 20. 
Mr. Rozinson. I could not tell you anything about it specifically, 
sir. 

Mr. Burns. This letter of July 20 which you have read was an 
important step by this committee in its effort to promote this merger, 
was it not ? 

Mr. Rosrnson. I think it was. 

Mr. Burns. And you were keenly interested in the results, if they 
were able to succeed in getting the kind of sentiment which would 
enable them to bring about the culmination of this merger ? 

Mr. Rozinson. I hoped that they got that kind of sentiment, 
certainly. 

Mr. Burns. Can you not tell us more specifically whether after that 
letter was sent you had some specific conversation with any members of 
the firms of that stockholders committee ¢ 

Mr. Rorinson. I do not know that I had any specific conversation. 
I was in New York quite often, and I was invited to lunch. They 
came over to the office to see me. And anybody that wanted to discuss 
(he matter, I was certainly quite willing to discuss it with them. 

Mr. Burns. What was your attitude with respect to the merger after 
the stockholders committee was told by the SEC that they had to 
withdraw that letter ¢ 

Mr. Roprnson. It looked to me like it was pretty much of a dead 
issue, as it was right after the time in November when Puget refused 
to renew the time element. 

Mr. Burns. Do you recall who it was who told you that the SEC 
had threatened to pee a suit unless the letter was withdrawn? 

Mr. Rosrnson. I do not know specifically who told me. I think I 
probably heara it half a dozen times within a short period of time. 
That is generally what happens. 

Mr. Burns. Was your opinion asked by any one of those persons in 
those firms with respect to what should be done when the SEC made 
this request ? 

Mr. Rozinson. I think not. That was a matter for the fellows who 
were putting up the money to decide. And I generally keep my nose 
out of it if 1 do not put money in it. 

Mr. Burns. Do you recall Mr. Gordon of Kadder, Peabody & Co. 
talking with you some time between July 20 and August 3 of this 
year, and you told him that you did not consider the time propitious 
for merger negotiations, in view of McLaughlin’s objections ¢ 

Mr. Rosrnson. That is the same answer that is in connection with 
this—they were pressing me to make a merger offer, and I was unwill- 
ing to discuss the matter until I knew where they stood. 

Mr. Burns. But you were willing to discuss it before the letter of 
July 20 went out? 

Mr. Rosrnson. Willing to discuss it on the same basis, and have all 
of the time, continuously. This was pressure on the part of various 
individuals on the stockholders committee who thought they had a 
much better opportunity of putting the merger through if I would 
make a specific Washington—if the Washington board would make 
a specific merger offer. And I certainly told them that I was not 
voing to have anything like that batted around the country until I was 
assured that they were in a position to assure me that merger agree- 
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ment would go through, if acceptable to the company. And until 
that time I would not discuss any terms of a merger with any of them. 

Mr. Burns. Well, before July 20, 1955, which of the members were 
putting that pressure on ? 

Mr. Ropinson. Everybody that I saw, that were members of the 
firms, generally, or members of the committee. They were pretty 
unanimous in thinking that is what ought to be done, but I just did 
not happen to agree. 

Mr. Burns. You did not think that the merger—that steps should 
be taken to push the merger at the time this letter of July 20 went 
out ? 

Mr. Roprnson. I did not say that. I said that I was unwilling to 
make any formal specific merger offer. One thing, the stock of both 
companies was fluctuating around on the board. By that time Mr. 
McLaughlin had registered or listed his stock on the New York Stock 
Exchange, and it was a listed stock. And we knew what it was selling 
for, much better than we did when it was over-the-counter trading, 
which it was up until here—until just some months ago. And with 
the market fluctuating around the way it was, I thought that any- 
body who would m: ake a specific merger offer was just plain foolish. 

Senator O’Manoney. I am not altogether clear, Mr. Robinson, 
whether since you were interested in promoting the merger, as long 
as Washington was a subsidiary of American Power & Light, that 
you were the primary initiator of the recent movement to bring about 
the merger or whether the institutional members of the stockholders 
committee for Puget Sound were bringing pressure on you to go 
through with the merger. Of course, I understand that the situa- 
tion has changed from year to year. It was very different this one 
year from what it was before. 

Mr. Roprnson. From that period around when I asked American 
to help me start to work out a merger with Puget and they said, “No,” 
up until American distributed our stock in August of 1952, there was 
not any sense in thinking or talking about it. Then after our stock 
was distributed, and after we got through with our $30 million bond 
issue, I was in New York and I was invited over to a meeting at 
Union Securities office, and there was a group there—quite a large 
group—in fact. who said that they were stockholders, some of Wash- 
ington, some of Puget, some who held stock in both companies. And 
they said that Puget now has out its notice for a stockholders meet- 
ing in Boston. I have forgotten the exact date. “And we would like 
to have you give consideration to a merger.” T told them that that 
would be a matter that had to be approved by the Washington board 
of directors. 

Senator O’Manonry. What was the approximate date of that? 

Mr. Roprnson. Well, I would say that it was—it was several days 
prior to the action taken by the Washington board, at which we made 
the original merger offer to Mr. McLaughlin. And T think that 
merger offer, if T remember, was October 8, and if that is the case—— 

Senator O’Manoney. October 8, what vear? 

Mr. Roptnson. 1952. And if that is the correct date—they have it 
here—then this meeting that T had in New York was probably a week 
prior to that time, because IT know that they made such a convincing 
argument for a merger of Washington and Puget that I either called 
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the directors on the phone from New York, or called my office and 
had them notified, and asked them to come to a special meeting of 
the board of directors, to give consideration to the matter. And as 
a result of that board meeting we made the original offer of merger 
to Puget. 

Senator O’Manonry. Your memory seems to be pretty good. I 
have before me a memorandum dated October 8, 1952, which came 
from the files of Blyth & Co. This was a memorandum signed by 
Mr. Hawes, dated, as I say, October 8. And in the first sentence it 
says: 

As you doubtless know, there is a proposal before the board of directors of 
Washington Water Power Co. to make an offer of merger with Puget Sound 
Power & Light. I talked with Kinsey Robinson in Spokane this morning and 
[ find that if such a proposal is going to be made it probably will be voted today 
nd that probably the publicity will be out on Friday of this week. 

Am I to understand that it is your memory that you were solicited 
by members of this stoc ‘kholders committee of Puget Sound in the 
ollice of the Union Securities Corp. ? 

Mr. Rosrnson. It could not have been very many of the members 
of this committee, because there were 5 or 6 times as many people 
in the meeting, as I remember it—as there were members on that 
committee. These were largely, so they told me, at least, these were 
largely individual stoe skholders of P uget and W ashington, some own- 
ing Puget, some owning Washington, ‘and some ow ning both. 

Senator O’Manoney. But it was in the office of Union Securities? 

Mr. Rostnson. It was in the office of Union Securities. 

Senator O’Manoney. The reason I spoke of the members of the 
committee, Union Securities Corp. was represented on the stockholders 
committee for Puget Sound. 

Mr. Ropinson. I think Walter Gruber of Union was the one who 
asked me to come over and speak with them. 

Senator O’Manonery. He was the individual who testified here. 

Mr. Roginson. That is right. 

Senator O’Manoney. Then I take it that you want the committee 
to understand that in 1952 you were solicited in the office of one of 
the members of this committee to make a merger offer? 

Mr. Rogtnson. That is right. 

Senator O’Manonry. And vou did? 

Mr. Roprnson. Yes, sir. 

Senator O’Manonry. At this time, make a merger offer? 

Mr. Rozirnson. That is right. 

Senator O’Manonry. You presented it to your board? 

Mr. Roprnson. That is right. 

Senator O’Manoney. That was not, however, accepted ? 

Mr. Rostnson. No. And then there was a second offer that was 
not accepted. And then a third one was negotiated which was the 
one that the Puget board of directors and management signed, as 
well as the board of directors and management and officers of 
Washington. 

Senator O’Manoney. I have another memorandum here. This is 
dated in 1952, March 1952. This is exhibit No. 45. It isa letter from 
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Mr. Hasfurther, of Blyth & Co., to Mr. Frederick Miller, and it opens 
with this sentence—-bear in mind the date is March 18, 1952— 
I had about a 2-hour talk yesterday with Kinsey Robinson. He is going to make 
up a list of the principal holders of American Power & Light. He does not have 
a complete stockholders list, though at the time of the distribution of the old 
stock he had a list of the stockholders of that territory. 

I am skipping. 


He thinks that when he is once in the clear and the stock distributed, there 
would be a good possibility that Washington Water Power would offer an exchange 
of stock to Puget Sound stockholders and merge the two companies. 

Does this memorandum indicate that again you were being solicited / 

Mr. Ropinson. No. 

Senator O’Manoney. In this talk, were you taking the initiative or 
were you being solicited by the representative ? 

Mr. Rosinson. I was taking the initiative. I had the conversation 
with Jack. That may be the time we went to lunch, so far as that 
is concerned, and we were talking about the whole situation. 

You see, our stock was still in American Power & Light. It had 
not been distributed. And I had been working my teeth out for 
5 years trying to get it distributed instead of sold. And I was dis- 
cussing things generally, because I certainly wanted the good will 
of all banking institutions. I knew I had securities that I had to 
sell. And anybody that was interested in Washington was a fair 
mark for me to work on, 

Senator O’Manonry. Did you take the matter up with these insti- 
tutions, some of which finally formed the committee, or did they take 
it up with you first? 

Mr. Roprnson. I discussed it with some of our big stockholders, 
Washington’s big stockholders, who would be Washington’s big stock- 
holders when the stock was distributed to them, as American stock- 
holders, and I talked to them 2 or 3 times, because Puget had been 
on the block for sale for several years, and I was hoping that Wash- 
ington could work out a deal to merge with Puget. And it was one 
of the upper things in my mind. The Federal Government has fallen 
far short of taking care of the power supply in the Northwest, and 
we could have made a merger with Puget and be twice as big a com- 
pany. ‘That meant we could go out and finance twice as big hydro 
projects as either one of us separately. 

Senator O’Manoney. That is an interesting thing. The Federal 
power was not sufficient to meet the market for power in that area’ 

Mr. Roprnson. That is righit. 

Senator O’Manoney. I take it that private power is also not suffi- 
cient to make it, otherwise you would not be building. 

Mr. Rosrtnson. Well, our load is growing all of the time. 

Senator O’MAnoney. Yes. 

Mr. Rostnson. I built a powerplant and finished it in 1953. It 
was able to take care of the load. I am behind now, and I am work- 
ing on another. It is a continuous process. 

Senator O’Manoney. There is a demand in this area that exceeds 
the supply contributed by both public power under Federal jurisdic- 
tion and private power under the jurisdiction of companies like your 
own? 

Mr. Rorrnson. Right at the moment there is sufficient power sup- 
plied to take care of the firm load of the area through the winter of 
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061. Beyond that we have got to have new plants built by some- 
body, or else we will have a real power shortage. 

Senator O’Manoney. Now, then, here is another memorandum. It 
- signed by Mr. Frederick Miller. It involves a conversation with 
vou. ‘This is dated November 3, 1952. It is exhibit No. 46. It is 
addressed to members of the firm, or employees of the firm, of 
Blyth & Co.: 

Kinsey Robinson just called me on the phone to bring me up to date on the 
WWP-Puget Sound situation, and also to ask us to consider having someone in 

ur organization testify on a later suit that may develop in this matter on the 
fairness to the stockholders of Puget Sound Power & Light, of Washington 
Water Power’s offer versus the proposed PUD plan. 

Are you aware of that meeting, that conversation ? 

Mr. Rosryson. I could well have made that talk, except that I doubt 
that I asked him—asked them to supply a witness. I may have said, 
“You may be asked to do it,” because I had been informed by counsel, 

whom I had grown up with, Judge Burns—I had been informed by 
him that they cameaal to bring another suit, and that they were going 
to ask others to testify. I doubt I made it in the exact words, as I 
have got it there. He may have gotten that impression, but I doubt 
that I was asking anybody to appear as a witness, because that is 
none of my business. 

Senator O’Manoney. What he said here is that you called to ask 
Blyth & Co. consider having someone in the Blyth organization tes- 
tify on a later suit. That is ‘what he said. 

Mr. Rozrnson. I do not remember that. 

Senator O’Manoney. That is not the point I am getting to. 
is what I am driving at. 


In the fourth paragraph of this memorandum there appears this 
sentence : 
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In the event the restrainer is lifted, Robinson stated that they have recourse 
to another court and a suit there will be instituted. 


Mr. Rozsrnson. That is the question I answered for Mr. Burns a 
while ago. 


Senator O’Manoney. I did not get the answer. 
was there? 

Mr. Rosrnson. They told me that if this restrainer was lifted, they 
would probably take it into another court, or the same court in another 
action in Boston that would be different than this one which was a 
restrainer. 

Senator O’Manonry. This implies that you would have recourse to 
another court. 

Mr. Rosrnson. That certainly was not true. In fact, I do not think 
he could have meant it that way. 

Senator O’Manoney. He puts another sentence this way: 


If the restraining order were lifted, Robinson told me that it might be possible 
egally to go ahead with the PUD sale, but he had considerable doubt whether 
the commercial bankers would be willing to follow through on their commitment, 
in view of the continuing legislation. 

Mr. Rosrnson. “Litigation,” rather than “legislation.” 

Senator O’Manoney. Litigation, yes. 

Mr. Roptnson. That was my thinking. 

Senator O’Manonery. That was your thinking? 

Mr. Roprnson. Yes. 


What other court 
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Senator O’Manonry. Was that intended to mean that you were 
seeking to promote litigation in order to delay the transfer to the 
PUD? 

Mr. Rosrnson. No, that was a problem of the people who were 
bringing the suit. It was no problem of Washington Water Power. 

Senator O’Manonry. Did you condemn Mr. McLaughlin as some 
of these others did because of his discussions with PUD about a sale 
to PUD? 

Mr. Rostnson. I think probably what he said I said would take 
asbestos paper to put it on, to be honest with you. 

Senator O’Manonery. Were you opposed to the sale to the PUD? 

Mr. Rosrnson. I certainly was. 

Senator O’Manonry. Is it not a fact that you yourself at one time 
last summer made a sale of a portion of your property to, that. is, 
Washington property to, the PUD of Chelan? 

Mr. Rosrnson. We certainly did. We ran them down a line of law- 
suits, just as long as my lawyers could think of another one, which took 
a 10-year period. 

And when we finally got down to the place where there was absolute- 
ly nothing else we could do, we intended to go into a condemnation 
suit, and through the back door I was contacted to see whether I 
would be reasonable enough to agree to a stipulated price in a con- 
demnation suit. 

Senator O’Manonry. A moment ago you talked about McLaugh- 
lin selling down the sewer to PUD. That, of course, was not the thing 
that you did when you sold to the PUD? 

Mr. Rosrnson. He did not run them down the line on condemna- 
tion suits very long. I can tell you that. They were filed, and no 
action taken. 

Senator O’Manonryr. A very interesting story. 

Mr. Roxzrnson. Entirely a different thing. 

Senator O’Manoney. Mr. Robinson, I look at the clock, and I see 
that I have let the time run away from me. It is 10 minutes to 6. I 
understand that you have to catch a 6: 30 o’clock plane. 

Mr. Roprnson. 8: 30. 

Mr. Burns. There is one witness that I promised I would put on to- 
day if we can, for about 5 minutes. 

I will let Mr. Robinson go, and take Mr. Marks. I promise to 
finish in 5 minutes. 

Senator O’Manonry. Thank you very much, Mr. Robinson, for 
your testimony. I wish that we could have you with us longer, but in- 
asmuch as you have got to make this plane, we will excuse you now. 

Mr. Rogtnson. I am sorry, too, because there is a lot of this story 
that has not got told yet. Thank you. 

Senator O’Manoney. I rather think you are right. 

Mr. Burns. The next witness is Mr. Laurence M. Marks. 

Senator O’Manoney. Have you been sworn ? 

Mr. Currie. I do not think he has been sworn. 

Senator O’Manoney. Will you be sworn? 

Do you solemnly swear that the testimony you will give in this pro- 

ceeding will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Mr. Marks. Yes, sir; I do. 
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TESTIMONY OF LAURENCE M. MARKS, LAURENCE M. MARKS & CO., 
NEW YORK, N. Y. 


Mr. Burns. Your name is Laurence M. Marks? 

Mr. Marks. Yes. 

Mr. Burns. Is your firm Laurence M. Marks & Co., of 49 Wall 
Street, New York? 

Mr. Marks. Yes, sir. 

Mr. Burns. What is your business? 

Mr. Marks. We do an underwriting and a brokerage business, 90 
percent business with institutions, and we are members of the New 
York Stock Exchange. We do an outright business, no margin 
business. 

Mr. Burns. Were you the chairman of this stockholders commit- 
tee for Puget Sound Power & Light Co. which sent out this letter 
on July 20, 1955? 

Mr. Marks. Yes, sir. 

Mr. Burns. Did you or your firm own any stock in Puget Sound at 
the time that that letter was sent out ? 

Mr. Marks. No; we had prior to that time, but at that time we did 
not own any, and I did not personally. 

Mr. Burns. I would like to have marked as “Exhibit No. 53” a 
letter on the stationery of Laurence M. Marks & Co., addressed to Mr. 
Francis Currie, dated August 5, 1955. 

(The letter referred to was marked “Exhibit No. 53,” and will be 
found in the files of the subcommittee. ) 


Mr. Burns. Is that your signature ? 

Mr. Marks. Yes, sir; it is. 

Mr. Burns. I would like to read this letter. That was sent to Mr. 
Currie ? 

Mr. Marks. That is right; yes, sir. 

Mr. Burns (reading) : 


I attach another letter received from a Puget Sound stockholder which is self- 
explanatory. 

The more I think the matter over, the more I am convinced that Kinsey Robin- 
son let us down rather badly. 

After seeing the stockholders’ list, I don’t see why he let us go ahead with 
the letter, at considerable additional expense, and then failed to come through 
with some merger proposition. 


So far as you are concerned, does that mean that the stockholders 
committee has terminated its activities ? 

Mr. Marks. We have not formally terminated, but until a merger 
offer is suggested, there is nothing for us to do at the moment. 

Senator O’Manoney. There are no other questions. 

Thank you. 

Mr. Marks. Thank you, sir. 

Senator O’Manonry. You are excused. 

The committee will stand in recess until 10 o’clock tomorrow morn- 
ing. 

(Whereupon, at 5: . m., the subcommittee recessed, to recon- 
vene at 10 a. m., Fr ides.  thetodieae 23, 1955.) 
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FRIDAY, SEPTEMBER 23, 1955 


Unirep Srares SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY, 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in Room 
24, Senate Office Building, Senator Joseph C. O'Mahoney presiding. 

Present : Senator O’Mahoney (presiding). 

Also present: Joseph W. Burns, chief counsel; Malcolm Mecartney, 
issistant counsel ; and George E. Clifford, assistant counsel. 

Senator O’Manoney. The Chair is in a little dilemma this morn- 
ng. The committee in the first instance desires to conclude the hear- 
ngs today. We recognize the importance of the activities in which 

ll of these various Witnesses are engaged, and we do not want to im- 
pose upon anybody any inconvenience that is not necessary in the pres- 
entation of the evidence as gathered and organized by the staff. 

I would say that we have had about a dozen requests during the 
course of the hearing from various individuals on the list asking to be 
heard out of order. It is difficult for a lawyer in the presentation of 
a case to change the logical presentation of the matters which have 
been gathered, and I am sure all of the witnesses will recognize that. 

If we were permitted to proceed in the manner in which we would 
like to do, we would start with Mr. Bleibtreu this morning, and follow 
with Mr. Nye, and probably Mr. Parrott. Mr. Walker, president of 
Klectric Bond & Share—the head of that organization—requested on 
the first day an opportunity to be heard. He was not among the 
witnesses that we subpenaed, but I understand, Mr. Walker, you have 
made some arrangements. 

Mr. Grorce G. Waker. I was subpenaed, Senator, but did not re- 
ceive the telegram. 

Senator O’Manoney. We subpenaed documents in your office and 
said that we would let you know. You were personally served / 

Mr. Waker. Yes, sir. 

Senator O’Manoney. Did you not receive a letter from Mr. Burns 
to the effect that though the documents were subpenaed that it would 
be unnecessary for you to come unless you received a letter calling you ? 

Mr. Waker. No, sir; it asked me to appear, and that I would 
receive a telegram designating the time. 

Senator O’Manonry. Well, did you receive such a telegram ? 

Mr. Watxer. No, sir; I did not. 

Senator O’Maunoney. In any event, you understood that you were 
to appear here ? 

Mr. Watxer. That is right. 
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Senator O’Manonry. We are glad to have you, but it would be 
preferable to us, I will say to you frankly, to call you after various 
matters which the staff has discovered and wants to present have been 
presented. 

Mr. Waker. What I have to say, Senator, will only take about 5 
minutes, 

Senator O’Manonry. That is what I understand. 

Mr. Waker. Yes, sir. 

Senator O’Manoney. It really might be that we would want to 
have you sit on the witness chair after the testimony is in. 

Mr. Waker. That is all right. I will be glad to try to answer any 
questions. 

Senator O’Manonry. Later on. 

Mr. Waker. Yes, sir. 

Senator O’Manonry. You desire now only to make a 5-minute 
statement ¢ 

Mr. Warxer. That is what I would like to do. 

Senator O’Manonry. Very well, you do it at your own risk. We 
might ask you some questions. 

Mr. Watxer. That is all right. 

Senator O’Manoney. I think we can, Mr. Burns, waive the order 
of procedure and allow Mr. Walker to take the witness chair. 

Have you been sworn ? 

Mr. Waker. Yes; I was sworn on Wednesday, Mr. Chairman. 

Senator O’Manoney. Inasmuch as we swore you, we will consider 
that as an absolute subpena to appear. 

Mr. Waker. Thank you. 


Senator O’Manonery. But you will, as you say, hold your statement 
down and it will allow us to go along with the regular order. 

Mr. Waker. I will be glad to do so. 

Senator O’Manonry. You may proceed. 


TESTIMONY OF GEORGE G. WALKER, PRESIDENT, ELECTRIC BOND 
& SHARE CO., NEW YORK, N. Y. 


Mr. Waker. My name is George G. Walker. I am president of 
Electric Bond & Share Co. 

I have asked for the opportunity of making this statement for the 
record, inasmuch as Bond & Share and Ebasco Services have been 
referred to in the committee’s release of September 21. 

Bond & Share operates today as an investment company in the 
final stages of transition from its former status as a public utility 
holding company. This change has been, and is being, made under 
a series of plans filed under the Public U tility Holding Company Act 
of 1935 approved by the Securities and Exchange Commission and 
the Federal courts. As a result of these plans, Bond & Share has 
disposed of all its holdings of electric utilities in the United States. 

I should like to leave with vou certain data, including a chart and 
a map, which show the situation very simply. The chart shows the 
Bond & Share system as it existed when it registered under the act 
back in 1937, and on the right-hand side Bond & Share as it exists 
today. 

(The material referred to may be found in the files of the 
committee. ) 
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Mr. Waker. The “Other investments” are all in nonelectric utility 
companies. ‘The map indicates the location of the utility ab, 0 
of the system back in 1937. The map at the bottom of the second shee 
shows the situation today. It is, of course, blank because Bond & 
Share today does not own a single share of stock in any electric utility 
in the United States. 

Senator O’Manonry. How many shares of stock do you hold in 
Ebasco ? 

Mr. Wavxer. 100 percent, sir. And that is covered further in the 
statement. 

Senator O’Manonry. And Ebasco does do considerable business for 
public utilities ? 

Mr. Waker. Yes, sir. I am coming to that later, Senator, in the 
statement. 

Senator O’Manoney. All right. 

Mr. WaKer. It does not control, directly or indirectly, any utility 
inthe United States. Bond & Share owns all the stock of Ebasco Serv- 
ices, Inc., a company rendering engineering, construction, and business 
consulting services to the public utilities, industrial companies, banks, 
and other financial institutions, and governmental bodies in the United 
States and abroad. Ebasco owns no stock in any public utility com- 
pany. 

Bond & Share also owns: 53.5 percent of the stock of American & 
Foreign Power Co., Ine., whose subsidiaries operate in 11 Latin- 
American countries and serve more than 2,600,000 customers ; 4.97 per- 
cent of the stock of the United Gas Corp., a natural gas company, with 
production, transmnission, and distribution facilities serving the Gulf 
South; other assets include investments in recently formed companies, 
marketable securities and cash or its equivalent. 

Senator O’Manonry. What type of companies are these recently 
formed companies ¢ 

Mr. Waker. One small company in Canada, Senator, called the 
Peace River Glass Co. Incidentally, sir, on page 7 of the Bond & 
Share second quarter report, which is attached to the statement, is a 
list of all of the other investments of Bond & Share. 

(The second quarter 1955 report is as follows :) 


Evectric Bonp & SHARE Co., 2 Rector Street, New York 6, N. Y.—SEconpD 
QUARTER 1955 


To the Shareholders: 


At the 50th annual meeting of shareholders held on June 22, a new record of 
representation was established, with more than 85 percent of the shares outstand- 
ing and 75 percent of the shareholders present in person or by proxy. This is the 
eighth consecutive meeting at which new highs in shareholder representation 
have been recorded. The directors and officers wish to express their appreciation 
for the interest and confidence of the shareholders. The members of the board 
were reelected and the appointment of Haskins & Sells as independent public 
accountants for 1955 was approved. We shall be glad to send a summary of the 
meeting to any shareholder on request. A reply card is enclosed for your con- 
venience, 

Asset value.—Assets applicable to the common stock at June 30, 1955, amounted 
to $163,083,000, equal to $31.06 a share, an increase of $18,852,000 over asset value 
of $27.47 a share at June 30, 1954. In the computations of asset value Ebasco 
Services, Inc., is included at the amount of its capital and surplus. The company’s 
investments in Escambia Bay Chemical Corp., and in Peace River Glass Co., Ltd., 
are at cost. Other investments are based on market quotations. 


67272—56—pt. 5——14 





2108S STUDY OF THE ANTITRUST LAWS 


Listed stocks include the securities of 19 companies, acquired since the Se- 
curities and Exchange Commission authorized the company to proceed with its in- 
vestment program. These stocks had a market value of $18,545,000 at June 30, 
approximately $5,322,000 in excess of cost. The largest investments are in the oil, 
chemical, metal, and paper fields, as shown on page 7. 

Earnings.—For the 12 months ended June 30, 1955, earnings, before a_ prior- 
vear tax credit of $376,125, were $6,856,091, or $1.81 a share, compared with earn 
ings of $1.29 a share for the preceding 12 months. The increase in earnings was 
due, in part, to larger dividend income from American & Foreign Power Co., and 
from other securities which more than offset a decline in dividends from United 
Gas Corp., arising from dispositions of that stock. Expenses, including taxes, 
were $66,000 less than for the preceding 12 months. 

For the first 6 months of 1955, earnings were $3,194,455, equal to 61 cents a 
share compared with 59 cents a share in the first 6 months of 1954. 

Ebasco Services, Inc.—Ebasco’s backlog of service contracts, which had de 
clined from postwar peaks, turned upward in the first 6 months of 1955. After 
allowing for the effect of the termination of work on the powerplant under 
construction at West Memphis, Ark., for Mississippi Valley Generating Co. (the 
so-called Dixen-Yates group), Ebasco’s service contract backlog at June 30, 1955, 
was about 22 percent above the total at the end of 1954. The construction back 
log was up 19 percent. 

Ebasco’s earnings in the first 6 months of 1955 were below the first 6 months 
of 1954 in part as a result of nonrecurring adjustiments. A dividend of $1,250,000 
was paid in June, the same as in June 1954. 

imerican & Foreign Power Co., Inc.—-Corporate net income of Foreign Power 

r the 12 months ended March 1955 was $8,254,939, or $1.14 a share, compared 

ith SS416.378, or $1.17 a share, for the 12 months ended March 1954.) For the 
3 months ended March 1955, corporate net income was eyual to 25 cents a share 
compared with 22 cents for the corresponding 1954 months. 

On June 29 Henry Bb. Sargent was elected president, a director and chief 
ex cutive cfficer of Foreign Power, effective August 1. Mr. Sargent succeeds 
W. S. Robertson, who became chairman of the bonrd. Effective August 1, Mr 
Sar ent also hecame president of Ebasco International Corp., Fcreign Power's 
wlolly owned service organization. 

Mir. Sargent has had a distinguished career as an operating executive in the 
public-utility field, which he entered in 1927 after graduation from Tulane 

tiversity. He comes to Foreign Power from Arizona Public Service Co., of 
which he had been president and general manager. 

\pplication for eremption.—On June 8 the company filed an application with 
the Securities and Exchange Commission for exemption from the Public Utility 

Iding Company Act in accordance with the terms of the compliance plau ap- 
j roved by the SEC and the court in July 1953. The step was taken in anticipa- 
tion of the reduction ih the company’s holdings of United Gas Corp. stock to 
610.498 shares, or 4.97 percent of the total outstanding, as a result of the offering 
to shareholders, between June 15 and July 1, of 525,036 shares of United Gas at 
$28 a share. A total of 98 percent of the stock offered was subscribed for and 
the rights representing the unsubscribed shares were sold, so that the offering 
was 100 percent successful and completed ahead of schedule the company’s pro 
<ratn for divestment of United Gas stock. 

The SEC has scheduled hearings on the exemption application to begin Sep- 
tember 14. 

Investment program,—lIn late July agreements were signed under which Bond 
& Share is to finance the construction of facilities for a major American indus- 
trial company. Upon completion, these facilities will be sold to an insurance 
company for leasing to the industrial. The project is estimated to cost approx- 
imately $10 million. Ebasco is to manage the construction, furnish engineering 
and space planning services and coordinate all phases of the work on this 
project. 

The project is of a type which makes another effective use of the combination 
of Bond & Share’s capital and Ebasco’s professional abilities. 

Substantial progress is being made in the construction of Escambia Bay Chem- 
ical Corp.’s plant near Pensacola, Fla. It is expected that Escambia will start 
production of nitrogenous fertilizer materials by the end of the year. Comple- 
tion of the nitrogen chemical portion of the plant is scheduled for early 1956. 

The Peace River Glass Co. plant near Edmonton, Alberta, Canada, is nearing 
completion. It is anticipated that production of glass fiber mat for pipe wrap 
will start early in the fall. 
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As of the present time, the company has invested or committed for investment 
approximately $37,500,000 of the funds made available through the disposition 
of its utility holdings. 

Sincerely yours, 


GEORGE G. WALKER, President. 
AuGust 5, 1955. 


Electric Bond & Share Co. (incorporated in New York)—Comparative balance 
sheet 


value based upon market 

ul it June 30, 1955, $54,621,100 
), 1934, $44,347,300 

te 2 ilue based upon 


it June 3%, 1955, 


otes receivable, due Feb. 1, 1960 (note ; 


ent assets (note 
ish in banks 


1 
{ 
Prime commercial paper 
I 
‘ 


nterest receivabl 
ther current assets (note 4 


ilities 
Capitol stock: Common, $5 per value: authorized, 20,000,000 shares; 
outstanding, 5,250,357.66 shares 


rrent liabilities 
Accounts payable 245, 277, 407 
Accrued taxes 1, 713, 872 
Total current liabilities : , 617, 826 1, 991, 279 
‘apital surplus : : , 178, 52 50, 281, 430 
barned surplus—Since Jan. 1, 1945 ; : : 5, 273, 475 27, 076, 297 


123, 321, 621 105, 600, 7 4 


Total 


The accompanying notes to financial statements should be considered in conjunction with the above 
Statement. 





2110 STUDY OF THE ANTITRUST LAWS 


Electric Bond & Share Co. comparative statement of income 


6 months ended June 30 | 12 months ended June 30 
| 


} , i 
1955 1954 1955 1954 


INCOVE 

Dividends 
American & Foreign Power Co., Inc_-_- . $1, 171, 346 | $1, 182, 596 | $2, 945, 239 $2, 365, 191 
Ebasco Services, Inc 1, 250, 000 1, 250, 000 2, 500. 000 500, 000 
United Gas Corp ‘ 1, 063, 345 1,111,442 | 2, 165, 754 809, 838 

Other 5, 150 304, 314 6, 150 


Total dividends 3, 678, 95 é 188 7. 915, 307 , 681, 179 
Other income. -- 52, 1% 376, 767 520, 894 719, 065 


Total . 4 iain 3, 931, 088 3, 926, 955 8, 436, 201 . 400, 244 





EXPENSES | 
Salaries | 
Officers i - é 3, § 9, (00 254, 791 239, 885 
Other employees bos 4 3, 882 | 90, 041 94, 600 
Retirement fund contributions miy , 506 53, 003 51, 854 
Directors’ remuneration and traveling expenses — 5, 2 5, 072 31, 725 30, 539 
Product and process research. aie | 93, 637 5, 781 197, 016 203, 346 
Transfer agent, registrar. dividend disbursing, stock- | | 
holders’ reports, and meetings_- ; 7 Z , 782 014 | 134, 647 128, 988 
Legal services : e oe 53, 75 13, 099 110, 236 107, 641 
Rent, office, and miscellaneous - Re | 13, | 58, 525 | 126, 673 115, 881 
Special services 
Ebasco Services, Inc_- . panccte 51, 7, 670 | 92, 807 94, 567 
Other ihe ami 8, 67% 7, 188 14, 127 14, 446 
Auditing services 3 ae 8, 413 | , 584 12, 014 11, 184 
Taxes other than Federal income taxes wee 28, 98 . 443 49, 501 40, 959 





Expenses other than Federal income taxes__- 557, 851 | 568, 364 ; 1, 166, 581 , 133, 910 
Provision for Federal income taxes 178, 78: 255, 253 413, 529 12, 076 


Total expenses _- ‘ i cai ene am 736, 633 823, 617 1, 580, 110 , 645, 986 


Net income before prior year tax adjustment- - 3, 194, 455 3, 103, 338 6, 856, 091 | 6, 754, 258 


fy 


7, 232,216 | 6, 754, 258 


Prior year tax adjustment ; ‘ Pte ‘ 376, 125 


Net income (to earned surplus) -.-...--...----------| 3,570,580 | 3, 103, 338 | 





Summary of surplus—Since Jan. 1, 1945, for the 12 months ended June 30, 1955 


| 
Earned | Capital 
Balance, July 1, 1954.-.---- oa : oe $27,076,297 | $50, 281, 430 
Credits 
Net income for the 12 months ended June 30, 1955_........--- | 7, 232, 216 
Excess over ledger value of (1) proceeds from sales of investments and (2) 
value (based on market at declaration date) of securities distributed as 
dividends. --- ; , pane eiketandeaiad ae a 17, 800, 932 


52, 109, 445 50, 281, 430 


Dividend appropriations of earned surplus, common stock (note 5) 
Public Utility Holding Company Act conformance program costs (net) -_- 


Balance, June 30, 1955- - e 45, 273, 479 50, 178, 528 


The accompanying notes to financial statements and supplemental! information should be considered in 
conjunction with the above statements. 


NOTES TO FINANCIAL STATEMENTS 


The company is a registered holding company under the Public Utility Hold- 
ing Company Act of 1935 (Holding Company Act) and as such is subject to 
the applicable provisions of that act and to the rules and regulations of the 
‘Securities and Exchange Commission (SEC) promulgated thereunder. 

On July 15, 1953, the SEC approved the company’s final comprehensive plan 
(the plan) for conformance with the requirements of the Holding Company Act, 
as amended July 7, 1953. As of July 16, 1953, the plan was approved by the 
United States District Court for the Southern District of New York. 
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Among other things, the plan provided for the sale or other disposition 
by July 16, 1955, of that portion of the company’s holdings in United Gas 
Corp. (United Gas) common stock necessary to reduce such holdings to less 
than 5 percent of that company’s stock outstanding at the time of completion 
of the required dispositions. By that date, the company had reduced its hold- 
ings to 640,498 shares of United Gas common stock, 4.97 percent of the total 
outstanding. 

The company on June 3, 1955, filed its application with the SEC for a 
definitive exemption from provisions of the Holding Company Act. If such 
exemption is granted it is contemplated that the company will become a registered 
investment company and as such will be subject to the provisions of the Invest- 
ment Company Act of 1940. 

In the interim period, pending the receipt of the exemption, the company 
is authorized to make investments subject to certain limitations provided for 
under the plan and subject to the provision that it will conform to the require- 
ments of specified sections of the Investment Company Act. 

The financial statements do not include the accounts of Ebasco Services, 
Inc., wholly owned subsidiary, whose undistributed earned surplus as of May 31, 
1955, as set forth in its accounts, amounted to $8,697,748. 

(1) The company’s investment in 3,866,985 shares of common stock (53.5 per- 
cent of the total outstanding) of American & Foreign Power Co. Inc. (Foreign 
Power) at the net ledger value of $41,154,298 is determined on the basis of its 
estimated value as of January 1, 1945, the date of the company’s accounting 
reorganization. The company has used the net ledger value of its holdings of 
Foreign Power common stock, equivalent to approximately $10.64 a share, as a 
basis for determining profits on dispositions of such shares and these profits have 
been credited to earned surplus. 

(2) The company’s investment in United Gas is stated at the residual value 
remaining from a preceding group value investment, with subsequent acquisi- 
tions at cost, less dispositions at average ledger value. 

(3) In October 1954 the company and United Gas entered into an agreement 
under which they have agreed to provide up to $13,400,000 each by subscription 
to all of the capital of Escambia Bay Chemical Corp. (Escambia), a new com- 
pany organized to manufacture and sell chemicals. The company’s payments 
on calls on these subscriptions to June 30, 1955, amounted to $1,929,600. The 
company and United Gas have also offered to make available to National 
Research Corp. (National) 10 percent of the securities of the new company out 
of their joint participation and also have offered to finance such acquisition of 
securities by National. At June 30, 1955, the company had financed $214,400 
of National’s participation and received National’s 4% percent notes for $214,400 
due February 1, 1960; recourse as to principal of the notes is limited to the 
Escambia securities the purchase of which have been so financed. 

(4) Shareholders of record June 8, 1955, were issued rights to purchase 525,036 
shares of United Gas common stock at $28 a share during the period from June 
15 through July 1, 1955, at the rate of 1 share of United Gas stock for each 
shares of the company’s stock held. At the close of business June 30, 1955, 
257,335 shares were sold. The remaining 267,701 shares were sold July 1, 1955, 
and are included in “Other current assets” in the balance sheet at $7,495,628 
($28 a share), the amount for which they were sold. 

(5) Dividend distributions were made on December 28, 1954, recorded at 
$3,681,813, in United Gas common stock at the rate of 23i9 shares for each 100 
shares of the company’s common stock; and on June 13, 1955, recorded at 
83,154,153, in United Gas common stock at the rate of 1% 9 shares for each 100 
shares of the company’s common stock. 


SUPPLEMENTAL INFORMATION AS REQUTRED UNpeR Sections 30 (d) (5) AND 
30 (dad) (6) oF THE INVESTMENT CoMPANY AcT oF 1940 


The company paid during the 12 months ended June 30, 1955: 

To the firm of Simpson Thacher & Bartlett, one of whose partners is a 
director of the company, $150,000 for legal services and $2,179 for expenses. 
The major portion of this payment was for fees accrued in prior years, 
largely for services rendered in connection with proceedings under the Public 
Utility Holding Company Act. 

To Ebasco Services, Ine. (a wholly owned subsidiary), for services, $96,311, 
and to Two Rector Street Corp. (all of whose voting stock is owned by 
Ebasco), for rent and other building services, $43,741. 
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Aggregate dollar amounts of purchases and sales of investment securities dur- 
ing the 12 months ended June 30, 1955, other than Government securities but 
including prime commercial paper were $60,661,408 and $57,952,013, respectively. 
For information concerning the company’s distributions of United Gas Corp. 
common stock as dividends see note 5 to financial statements. 

“Product and process research” expense, as shown in the comparative state- 
ment of income, represents the charges of National Research Corp., of Cambridge, 
Mass., for work at cost on petrochemical research, financed jointly by United Gas 
Corp. and Electric Bond & Share Co. The benefits derived from this research are 
to be divided 40 percent to United Gas Corp. 40 percent to Electric Bond & Share 
Co., and 20 percent to National Research Corp. 


ACCOUNTANTS’ CERTIFICATE 


HASKINS & SELLS, 
CERTIFIED PuBLIC ACCOUNTANTS, 
67 Broad Street, New York 4. 
To THE SHAREHOLDERS AND THE BoArD OF DIRECTORS, 
EvLectric Bonp & SHARE Co., 
2 Rector Street, New York 6, N. Y. 

We have examined the balance sheet of Electric Bond & Share Co. as of June 
30, 1955, and the related statement of income for the 6-month and 12-month 
periods ended June 30, 1955, and summary of surplus for the 12 months then 
ended. Our examination was made in accordance with generally accepted audit- 
ing standards, and accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in the circumstances. 
Securities owned at June 30, 1955, were confirmed to us by the custodian or 
inspected by us, except for securities held by the subscription agent (see note 4) 
and securities purchased through brokers but not received at June 30, 1955, which 
were confirmed to us by the subscription agent and brokers. We have previously 
made similar examinations since the date of organization, March 13, 1929 

In our opinion, the accompanying balance sheet and related statement of 
income and summary of surplus present fairly the financial position of the com- 
pany at June 30, 1955, and the results of its operations for the periods then ended, 
in conformity with generally accepted accounting principles applied on a basis 
consistently followed by the company. 


Haskins & SELLs. 
New York, July 27, 1955. 


Investments, notes, and net current assets at June 30, 1955, at valuations shown 
below 


| Percent 
of total |Market| | Percent 

outstand-| price Amount of | of total 
ing | 


Principal 
amount of 
shares 





oti cio ...| $21, 808, 000 
$34, 750, 000 |.-_.-__- (2) | 34, 409, 900 
$214, 400 |- : iis | 214, 400 
33, 866, 685 | 53. f 54, 621, 100 
3 640, 498 | le 323 20, 736, 100 
(4) . 0 | ? 10, 387, 700 


Short-term investments __- 
Notes, 444 percent, due Feb. 1, 1960 
American & Foreign Power Co., Inc 
United Gas Corp 
Ebasco Services, Inc | 
Other investments: 5 | | 
Having quoted market valuations ce ; 18, 775, 300 | 
Not having quoted market valua- | 
tions ; 2, 132, 800 


Net current assets ! ‘ | 
| 
| 
| 
| 


Total investments, notes, and net | } | 
current assets 163, 083, 300 
1 Exclusive of short-term investments. 
2 These securities are purchased on a discount basis and are carried at the principal amount tess the 
unamortized portion of the discount. 
3 Number of shares. 
4 There is no quoted market for the stock of Ebasco Services which is a wholly owned subsidiary 


Amount shown is capital stock and surplus as set forth in its accounts at May 31, 1955, 
5 See schedule below. 
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Schedule of other investments—June 80, 1955 
SECURITIES AT VALUATION BASED ON MARKET QUOTATIONS 


Market value? 
25,000 shares American Metal Co., Ltd., a eee A 
5,000 shares Celotex Corp., the, common 169, 300 
7,000 shares C. I. T. Financial Corp., common__- 330, 700 
6,000 shares Clark Equipment Co., common 421, 500 
6,000 shares E. I. du Pont de Nemours & Co., common 378, 500 
15,000 shares Gulf Oil Corp., capital 297, 500 
25,000 shares Hooker Electrochemical Co., ¢ 062, 500 
6,000 shares International Paper Co., common 666, 000 
3,600 shares Minnesota & Ontario Paper Co., common 255, 600 
10,000 shares Missouri Pacific Railroad Co., 5 percent cumulative pre- 
ferred 120, 000 
12,000 shares National Lead Co., common 951, 000 
20,000 shares Rayonier Inc., common 055, 000 
7,000 shares Reynolds Metals Co., common 512, 000 
17,000 shares Socony Mobil Oil Co., Inc., capital_______-__- slide ctagi aia 022, 100 
11,000 shares Standard Oil Co. (New Jersey), capital 413, 500 
10,000 shares Texas Co., the, common 020, 000 
10,000 shares Union Carbide & Carbon Corp., common 020, 000 
20,000 shares United Merchants & Manufacturers, Inc., common 462, 500 
17,000 shares United States Steel Corp., common 924, 300 
CRU WIENS isis stn chee ncdeeceaciapecnccin ede Sai en ene eee —— caioae 
183,050 shares American Power & Light Co., in liquidation 


Total _-- 18, 773, 300 


‘ Based on last recorded sales reported on national securities exchanges on June 30, 1955, 
except for shares of American Power & Light Co., in liquidation, which is based on an over- 
the-counter quotation. 


INVESTMENTS FOR WHICH THERE ARE NO MARKET QUOTATIONS 


Escambia Bay Chemical Corp., 720 shares of common stock and $964,- 
800 of 4-percent notes due October 1, 1966 (45 percent of total out- Cost 


standing) $1, 929, 600 
Peace River Glass Corp., Ltd., 200, 000 shares of capital stock (40 per- 
cent of total outstanding) 


Mr. Warxer. The other company recently formed is the Escambia 
Bay Chemical Corp. in which United Gas Corp., Electric Bond &: 
Share, and National Research Corp. of Cambridge have an interest. 

No individual or institution, or group of individuals or institutions, 
controls Bond & Share directly or indirectly. Bond & Share has 
35,000 shareholders. No shareholder owns as much as 2 percent of 
the 5,250,356 shares outstanding. 

Senator O’Manonry. May I interrupt you? 

Mr. Waker. Certainly. 

Senator O’Manonry. That that is one of the most significant facts 
in the present corporate and financial situations, namely, that the large 
companies which do business all over the country have sometimes 
thousands of stockholders, most of them owning stock in very small 
amounts. Management is constituted frequently by individuals who 
own only a token amount of stock in some cases. 

Mr. Waker. That is not true, sir, in the case of Electric Bond & 
Share. 

Senator O’Manonery. I said in some cases. 

Mr. Waker. Yes, sir. 
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Senator O’Manonery. That is true. In other cases, a few stock- 
holders, a minority in number, own a considerable percentage of stock, 
but it is generally recognized that almost any corporation, any big 
corporation, can be controlled and operated by stockholders owning 
as much as 30 perce nt—30 percent control of the stock amounts to the 
power to elect the management. And in the present situation there 
has been developing throughout the country, not only in the utility 
field as exemplified by the evidence that was produced here, but in 
many other fields, battles for control of management. That has re- 
sulted in proxy fights, in the distribution of propaganda by the vari- 
ous persons who are seeking to get control of management. And 
when I say “control of management,” I mean control of the manage- 
ment of other pe ople’s money—that of the investors. 

Mr. Warxer. That is right, sir. 

Senator O’Manonery. And this operation takes place in the strato- 
sphere, so far as the ordinary individual stockholder is concerned. 

The policies of the company are formed and carried out by manage- 
ment which, as I said frequently, is composed of persons—some per- 
sons, at least—who own very little stock and some who combined own 
not to exceed 30 percent of stock. That is a very important and 
difficult situation. 

Mr. Waker. It is, Senator. I agree with you. 

Senator O’Matroney. It is one which must be considered by the 
Congress. I can say to you that so far as I am concerned, as a result 
of the testimony which has been developed here during these 2 days, 
it will be my intention to call this situation directly to the attention 
of the members of the Banking and Currency Committee, because I 
have the feeling that if a group of investment houses in the city of 
New York are to undertake the stimulation of public policy and to 
sway the judgment of the electorate, it is important for Congress to 
know it. 

What we have seen in this case to date is this, that the investment 
bankers, as a whole, have been opposed to public power and that oppo- 
sition goes not only to Federal public power, but it also goes to local 
public power. 

The opposition was frankly expressed yesterday by Mr. Miller of 
‘Blyth & Co. to the public utility district laws of Washington. That 
opposition goes to public utility districts in any State, the legislature 
of which may decide that such districts should be set up. 

The question, therefore, is just blazoned right across this room, 
should the investment bankers and affiliated interests be in a position 
without publicity to carry on a campaign against the legislative pur- 
poses of the States and of the Congress of the United States? What 
has been done here has been done secretly. I do not refer to this 
particular hearing. I refer to the hearing and the evidence that was 
developed in the Dixon-Yates case. I remember distinctly how Mr. 
Woods, the head of the First Boston Corp., a very able man and a 
very personable man—a man of really remarkable personality-—I 
enjoyed meeting him—but I remember how he testified that after 
the election in 1952 he made a beeline to Washington to talk with his 
friend, Mr. Dodge, of the Bureau of the Budget, to lay before him a 
plan for getting TVA out of the — 

Mr. Warxer. Senator, I am glad you brought up this question of 


control, because it is the next subject that I wanted to go into, and it 
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has significance in the 4.97-percent figure that we own in the United 
Gas Corp. You may recall that the Public Utility Holding Com- 
pany Act in 1935, which you voted for in 1935, provides that you 
cannot own or, rather, you are an associate, if you own 5 percent— 
not 30 percent—but 5 percent or more of a utility company. We 
have a proceeding on now before the SEC, and in accordance with 
the plan filed with them and approved by them in the Federal courts, 
we reduced our holdings in the United Gas Corp. to below 5 percent. 

Senator O’Manoney. Then, have you cut off three-hundredths of 1 
percent and got out of it / 

Mr. Waker. No, no. We had 27 percent of the United Gas. 

Senator O’Manonry. You had 27 percent, but you are three-hun- 
dredths of 1 percent under the limit stated in the law, which is 5 
percent. 

Mr. WaLker. No; we are not an associate of United Gas, as defined 
under the Public Utility Holding Company Act. We are an associate. 

Senator O’Manoney. That definition is you are an associate if you 
have 5 percent. 

Mr. Waker. That is right, of an affiliate. 

Senator O’Manoney. You have three-hundredths of 1 percent under 
the arbitrary figure that was established by law to determine what an 
associate is. 

Mr. Waker. Three-tenths of 1 percent under an arbitrary figure 
established under the Public Utility Holding Company Act. 

Senator O’Manoney. Three-hundredths of 1 percent. 

Mr. Waker. Excuse me, three-hundredths of 1 percent. 

I should also like to point out, as the statement carries later on 
that there is no investment banking or banker representation, directly 
or indirectly, on the board of either Bond & Share or Ebasco, and 
that under section 17 (c) of the Public Utility Holding Company 
Act of 1935, it prohibits any executive officer, director, partner, ap- 
pointee, or representative of any bank, trust company, investment 
banker, or banking association or firm from serving as an officer or a 
director of a registered holding company or any subsidiary thereof, 
except in certain isolated cases specified by rule U-70, promulgated 
under section 17 (c). 

There is present, I know, in the room, distinguished counsel of the 
SEC, both present and past, and I am sure that they would support 

that the limited exemptions is very limited in any event—there is no 
investment bi anking representation directly or indirectly of Bond and 
Share or Ebasco. 

Senator O’Manonry. I am glad to hear that, sir. 

Mr. Wacker. I just wanted to make it straight for the record, be- 
cause in a very distinguished publication this morning there appears 
this paragraph, and I quote: 


The Subcommittee— 
referring to your committee, sir— 


developed further testimony that the stockholders committee that sought the 
rger was actually composed of the investment banking companies, some of 
em having close relationships with the giant engineering service organization, 


Senator O’Matrroney. Do you think the reporter who wrote that 
was wrong? 
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Mr. Waker. Yes, sir. 

Senator O’Manonry. Did you write a letter to the editor? 

Mr. Waker. Did I write a letter? 

Senator O’Manonery. Yes. 

Mr. Waker. I just read it early this morning. I certainly will. 

Senator O’Mauonry. I may say, in defense ‘of the reporter, who- 
ever he was, I do not know, because you did not mention the publica- 
tion except to say it was “distinguished.” 

Mr. Waker. It certainly is. 

Senator O’Manonry. That the evidence which we received yester- 
day clearly shows that Mr. Kinsey Robinson of Washington Water 
Power received his mail at No. 2 Rector Street, in care of Electric 

3ond and Share. 

Mr. Waker. The statement says, Senator, pardon me for inter- 
rupting, it says that the— 
stockholders committee was actually composed of the investment banking com- 
panies, some of them having close relationships with the giant engineering 
services organization, Basco. 

It should be “Ebasco,” of course. I just want to repeat—— 

Senator O’Manoney. Do not blame the typesetter, or the reporter 
for the error of the typesetter. 

Mr. Warxer. I was just hoping that people would be sure that 
it was Ebasco and not some other organization. 

Senator O’Manonry. In other words, you wanted to take credit for 
Ebasco, for what the reporter said ? 

Mr. Waker. No, sir. 

Senator O’Manonry. So long as you have brought up this question 
of what was in the report, I am going to have this exhibit marked, 
if [may. What is the number? 

Mr. Burns. Exhibit No. 54, a letter dated July 15, 1953, on the 
letterhead of Carl M. Loeb, Rhoades & Co., signed by Armand Erpf, 
addressed to Mr. George G. Walker. 

(The letter referred to was marked “Exhibit No. 54,” and will be 
found in the files of the subcommittee. ) 

Senator O’Mauoney. I will hand you this exhibit No. 54, on the 
letterhead of Carl M. Loeb, Rhoades & Co., 42 Wall Street, New York, 
and ask you to read it, if you please. 

Mr. Warxer. Surely. 

Senator O’Manoney. Including the address. 

Mr. Waker. This is a letter—this is a copy of a letter, a photostat, 
from Carl M. Loeb, Rhoades & Co., 42 Wall Street, New York, dated 
July 15, 1953, addressed to Mr. George G. Walker, Electric Bond & 
Share Co., 2 Rector Street, New York. 


DEAR GeoRGE: I thought you might be interested in the enclosed copies of 
letters to McLaughlin of Puget Sound and Robinson of Washington Water Power. 
We should very much like to see the merger go through, and we should be very 
glad to assist in bringing it about. 

The next time Kinsey Robinson is in New York, I should like the opportunity 
to meet him. 

With best regards, 

Sincerely, 
ARMAND. 


And typed under that is “Armand Erpf.” 
Senator O’Manoney. Did you receive that letter from Armand! 
Mr. WALKER. Yes, sir. 
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Senator O’Manoney. Would you explain now why Mr. Erpf, who 
was the representative of Carl M. Loeb, Rhoades & Co., Investment 
Bankers, at 42 Wall Street, New York, on the stockholders’ commit- 
tee of Puget Sound, was writing to you, the president of Electric 
Bond & Share Co., at No. 2 Rector Street, New York, about the 
merger ? 

Mr. Waker. He wanted to meet Mr. Robinson, apparently, 
Senator. 

Senator O’Mauoney. And he knew to whom to go to arrange for the 
meeting ? 

Mr. Waker. He knew that Mr. Robinson frequently came to 2 
Rector Street. 

Senator O’Manoney. This letter is addressed “Dear George,” and it 
is signed by “Armand” ? 

Mr. Waker. I have known 

Senator O’Manoney. So there is a very close acquaintance or friend- 
ship ? 

Mr. Wacker. Certainly. 

Senator O’Manoney. Between the two? 

Mr. Waker. Certainly, sir, and I know many of the investment 
bankers, but the point I wanted to make is that they do not control, 
directly or indirectly, the policy or the action of Electric Bond & 
Share, or Ebasco, any more than any of your friends, sir, or con- 
stituents would control what actions you might take in a vote in the 
Senate. 

Senator O’Manoney. Well, of course, I can understand that very 
well. I would not mind addressing “Dear George” letters to you, 
and receiving 

Mr. Waker. Surely. 

Senator O’Manoney. Such a letter from you. 

Mr. Watker. Right. 

Senator O’Manoney. And I would not think that that would con- 
stitute any influence on my public action. 

Mr. Waker. Right, sir. 

Senator O’Manonry. But I find here in this record the fact that 
Electric Bond & Share is the 100 percent owner of Ebasco, that Ebasco 
conducts the utility services, ranging from the preparation of income- 
tax returns to the building of electric plants. 

Mr. Waker. That is right, sir. 

Senator O’Manonry. That that is the principal business, appar- 
ently, of Ebasco. And that the utility companies who desire to be 
effective in promoting a merger have written to you in this one in- 
stance—maybe there are others that I do not know of at all—in order 
that they might get in touch with the president of the company which 
is seeking to merge, or was seeking to merge, with Puget Sound. 

Mr. Waker. I submit, Senator that the record does not show 
ontrol of either Bond & Share—— 

Senator O’Manonry. I did not say so, sir. I did not say so. I did 
not say so. 

Mr. Waker. Well 

Senator O’Manoney. You are defending yourself against an attack 
that has not been made. 

Mr. Watxer. Well, may I go on, sir, with the statement ? 

Senator O’Manoney. Surely. 
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Mr. Waker. Bond & Share’s former subsidiary, American Power & 
Light Co., bought the Washington Water Power Co. in 1928. Under 
the plan for dissolution of American Power & Light, the stock of the 
omhineten Water Power Co. was among American's assets distrib- 
uted to American’s stockholders. 

The Washington Water Power stock was distributed in August 1952, and Bond 
& Share received 183,050 shares, or 7.8 percent of the 2,342,000 shares outstand- 
ing. Bond & Share disposed of this stock between December 16, 1952, and Feb- 
ruary 11, 1953, by sales and by a dividend payment to Bond & Share’s share- 
holders. 

Senator O’Manoney. In connection with that statement, Mr. 
Walker, the record shows that even before the distribution of the stock 
of Washington Water Power Co. was completed in August 1952, the 
investment bankers, whose names have been mentioned over and over 
again in this hearing, were already planning for the merger. Under 
the law, Washington Water Power was being taken out of one merger 
and preparations were being made immediately to put it into another 
merger. 

Mr. WaLker. Senator—— 

Senator O’Manoney. The question—— 

Mr. Wacker. If I may say—— 

Senator O’Manonry (continuing). Is, is it in the public interest— 
that. is the question—to have local capital and local management in the 
production and distribution of power, or is it desirable to allow a 
situation to continue by which concentrated management in a little 
district in New York can, through mergers and stock sales and the 
sale of securities, dominate the utility field ? 

Mr. Warxer. I believe what Mr. Robinson said yesterday, if the 
merger was good, and it is good for the territory, it is good for the 
customers. If it means there is going to be adequate power facilities 
in that territory, if it means that the customers are going to get lower 
rates, then I do not think any difference whether the directors come 
from New York or where they come from. It so happens—— 

Senator O’Manoyey. One of the great complaints against public 
power is that it furnishes low rates to customers. 

Mr. Waker. One of the complaints against public power? 

Senator O’Manoney. Surely. 

Mr. Warxer. The Puget Sound Power & Light Co. stockholders 
committee, organized in December 1952, announced that its objective 
was to bring about a merger between Washington Water Power and 
Puget Sound. Bond & Share believed, and still believes, that the mer- 
ger was constructive, economically sound, and beneficial, both to the 
customers, stockholders of the companies, and territories served by 
the two companies. 

Senator O’Manonry. Mr. Robinson testified, if I may interrupt 
you, that while his company was still part of the holding company 
and one of its subsidiaries, he had recommended such a merger and 
the management of the holding company declined to follow his 
recommendation. 

Mr. Waker. No, no, Senator. I think the record will show, be- 
cause we were in it, in that particular proceeding before the SEC—I 
think you will find if you check the record back, what Mr. Robinson 

said was that he wanted to have the stock of the Washington Water 
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Power Co. distributed by American Power & Light Co., and that the 
then management of the American Power & Light Co. was opposed 
to the distribution of the stock to the stockholders of the American 
Power & Light Co.; that the management of the American Light & 
Power Co. wished to sell the stock of Washington Water Power Co. 
to the PUD’s for approximately $60 million. 

Washington Water Power stock today is selling for approximately 


$80 million. So that the stockholders of American Power & Light 
Co. 


Senator O’Manoney. I may be in error. 

Mr. Waker (continuing). Who now hold the American Water 
Power, and the stockholders of Electric Bond & Share who got the 
Washington Power stock, are very much better off. 

Senator O’Manonry. That is beside the point. I am distinctly of 
the opinion, because I asked the question of Mr. Robinson, that his 
testimony yesterday was that he believed in a merger before the stock 
was distributed 

Mr. Waker. Yes, sir; he did. 

Senator O’Manonry (continuing). That he wanted a merger, and 
that his superiors in the holding company never saw it his way, be- 
cause he said they did not know enough about it and would not per- 
mit him to try to bring about a merger. 

I noticed that your associates have nodded their heads affirmatively, 
and have said that I am correct in my memory. 

Mr. Watxer. If I am incorrect, I apologize. 

Senator O’Manonry. There is no need of apologizing, Mr. Walker. 

Mr. Warxer. I want to be sure that the record is straight. 

Senator O’Manonry. Is it not true that your associates have just 
told you that I was right ? 

Mr. Waker. Yes; ‘they have; that is right. I am in error. 

Bond & Share believed, and still believes, that the merger was 
constructive, economically sound, and beneficial, both to the customers, 
stockholders of the companies, and territories served by the two com- 
panies. However, Bond & Share had nothing to do with the con- 
ception or promotion of the merger and m: de no financial contribu- 
tion, directly or indirectly, in connection with it. 

While Mr. F. C. Gardner, president of Ebasco Services, has been 
asked to appear and is here, I would like to say something about 
Ebasco, of which I am chairman. 

Ebasco’s staff of about 1,500 people is made up largely of electrical, 
civil, and mechanical engineers, construction experts, and individuals 
expert in a variety of business fields. Ebasco operates in a highly 
competitive field; its business has expanded in recent years as the 
result of the competence and efficiency of its organization. Today, 
almost half its revenues are derived from companies which have 
never been associated with Bond & Share. 

In 1954 Ebasco served 352 clients, 214 of them, or about 60 percent, 
nonutility clients. basco did work last year not only in the United 
States but in several foreign countries—Greece, Spain, Italy, India, 
Japan, Brazil, Venezuela, Peru, and Canada, among others. 

One major project abroad was completed last summer, when Ebasco 
turned over to the Public Power Corporation of Greece, owned by the 

Greek Government, a power system designed, engineered, and built 
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under the direction of Ebasco and now staffed by a Greek organization 
which was trained by Ebasco personnel. Ebasco was selected com- 
petitively to do the job, in July 1950, by the Greek Government, with 
the approval of the United States Economic Cooperation Adminis- 
tration. The system cost over $100 milion. 

Senator O°’Manonry. I take it, Mr. Walker, that as chairman of 
the board of Ebasco as well as president of Electric Bond & Share. 
you take pride in the fact that Ebasco, your 100-percent-owned sub- 
sidiary, constructed and turned over to the Greek Government a pub- 
hie power project ¢ 

Mr. Waker. Yes, sir. We take pride in the fact that we did a 
fine job for our Government, for the Greek Government. 

Senator O'Mantonry. And yet one may be entitled to conclude 
fron 1 what you have said and others have said that, perhaps. you also 
share the opinion, which has been so freely expressed here, that public 
power in the United States is something to be undermined and de 
stroved, if it can be done? 

Mr. Waker. No, sir. I do not believe in undermining or destroy 
ing or going about it in that method at all. I honestly and firmly 
believe that the most economical way to get electric power service- 
and that is one reason w hy this country h: as lower rates than any other 
country in the world—anc we cperate, sir, in some 11 Latin-American 
countries, and I think I know whereof we speak—is through having 
it done through so-called private capital, which actually comes from 
all of the members of the public. 

Senator O’Manoney. Why do you say so-called ? 

Mr. Warker. Well, sir, I think there has always been a great mis- 


use of names, when they talk about public versus private. “After all, 
you cannot—— 

Senator O’Manoney. I agree with you. 

Mr. WaLKER (continuing). You cannot distinguish between indi- 
viduals, public individuals, and private individuals. I believe that 
we are all individuals. And when people talk about public power 
versus privé pies I believe, sir, it is a misnomer. 


Senator O’Manonery. I am inclined to agree with you. 
sefore the development of municipal ownership and the establish- 
ment of Federal power projects, the corporate utilities were usually 
called public utilities because they were in a regulated field, regulated 
es public authority though owned by and managed by priv ate indi- 
viduals who were not officers of government. But after the Reclama- 
tion Service and the Army engineers began building great power 
dams to provide electric energy, “then the phrase “public pinto was 
used to represent those or ganizations, because they were Government 
organizations, and there naturally developed the habit of referring 
to the old “public-utility companies” as “private utilities.” 

Mr. Waker. Right, sir. 

Senator O’Manoney. Just a development of language. 

Mr. Warker. Right, sir. 

Another major job was the first newsprint mill in India, completed 
last summer, and another now under construction is the Peixoto hydro 
project in the State of Sao Paulo, Brazil, the largest hydroelectric 
project under construction in Latin America. 
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basco engineers recently were sent to Yugoslavia at the request 
of the International Cooperation Administration to report on the 
levelopment of certain power resources of that country. 

Until 1942, Ebasco worked only for companies in which Bond & 
Share had a direct or indirect interest. Only 30, or less than 10 per- 
cent, of the 352 clients served in 1954 were former Bond & Share asso- 

ate companies. The business with these new clients—and Ebasco 
las been chosen by more than 900 new clients—has been obtained in 
the face of competition from many organizations in many fields. 

basco is one of a number of consulting organizations rendering 
range of services to utility companies. Many construction and 
engineering, accounting, tax, rate, insurance, and other organizations 
ompete for such business in individual fields. In the industrial field, 
of course, there are many industrial management companies. As an 
example, there are 45 members of the Association of Consulting Man- 
gement Engineers, of which Ebasco is one. And that is attached to 
the statement, Mr. Chairman. 
(The list of management corporations referred to is as follows:) 


COMPETITION WITH EBASCO SERVICES, INC. 


basco Services, Inc., has competition from many companies, partnerships, 
and individuals in many fields. This is due to the fact that Ebasco renders an 
nusually wide range of services. 
The following is a partial list of competitors, separated into various 
lassifications : 
A. PUBLIC UTILITY FIELD 


Engineering and/or construction: 
Bechtel Corp., San Francisco 
Biack & Veatch, Kansas City 
Srown & Root, Houston 
Burns & McDonald, Kansas City 
Burns & Roe, New York City 
Day & Zimmerman, Philadelphia 
Ferguson, H. K., Co., Cleveland 
Ford, Bacon & Davis, New York City 
‘luor Corp., Los Angeles 
Gibbs & Hill, New York City 
Gilbert Associates, Reading 
International Engineering Co., San Francisco 
Jackson & Moreland, Boston 
Main, Charles T., Boston 
Morrison-Knudsen Co., Boise 
Pioneer Service, Chicago 
Pritchard, J. F., Co., Kansas 
Sanderson & Porter, New York City 
Sargent & Lundy, Chicago 
Stone & Webster Engineering Corp., Boston 
Tippetts-Abbett-McCarthy & Stratton, New York City 
United Engineers, Philadelphia 
Westcot & Mapes, New Haven 
White Engineering Corp., J. G., New York City 
«. Financial consultation: 
Duff & Phelps 
Ford, Bacon & Davis 
Gilbert Associates 
W. C. Gilman & Co. 
Jay Samuel Hartt, Chicago 
Reis & Chandler 
Standard Research Consultants 
Stone & Webster Service Corp. 
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8. Accounting systems and methods: 

3002, Allen & Hamilton 
McKinsey & Co. 
Stanford Research Institute 
All major CPA firms 

. Rates and pricing: 
Commonwealth Services, Inc., New York, and Jackson, Mich. 
Gilbert Associates 
S. Leffler & Co. 
Middlewest Services, Inc. 
H. Zinder & Co. 

. Sales and Marketing: 
Alderman & Sessions 
Booz, Allen & Hamilton 
Commonwealth Services 
Dartnell, Ine. 
Middlewest Services 

. Industrial relations: 
Booz, Allen & Hamilton 
susiness Research Corp. 
Griffenhagen Associates 


B. NONUTILITY FIELD 


The Association of Consulting Management Engineers has a membership of 
45 organizations, of which Ebascois1. All other members compete with Ebasco 
for business. 

Many other organizations, many of them nationally known, are competitive 
with Ebasco on important phases of its business, particularly in the engineering 
and construction fields. 


List oF MEMBERS, ASSOCIATION OF CONSULTING MANAGEMENT ENGINEERS, INC 
New York, N. Y., SEPTEMBER, 1954 


Membership in this association is evidence of recognized standing and 
accomplishment 


Alderson & Sessions, 1401 Walnut Street, Philadelphia 2, Pa. 
George S. Armstrong & Co., Ine., 551 Fifth Avenue, New York 17, N. Y. 
Barnes Textile Associates, Inec., 10 High Street, Boston 10, Mass. 
Also: New York; Spartanburg, S. C.; Peterborough, N. H.; Paris, France. 
Barrington Associates, Inc., 230 Park Avenue, New York 17, N. Y. 
3igelow, Kent, Willard & Co., 75 Federal Street, Boston 10, Mass. 
Also: New York. 
Booz, Allen & Hamilton, 135 South La Salle Street, Chicago 3, Il. 
Also: New York, San Francisco, Philadelphia, Washington, Detroit, Min- 
neapolis, Los Angeles, Cleveland. 
Business Research Corp., 105 South La Salle Street, Chicago 3, Il. 
Wallace Clark & Co., Inc., 521 Fifth Avenue, New York 17, N. Y. 
Also: Montreal. 
Joseph M. Cook & Staff, 1400 South Penn Square, Philadelphia 2, Pa. 
Coverdale & Colpitts, 120 Wall Street, New York 5, N. Y. 
Cresap, McCormick & Paget 342 Madison Avenue, New York 17, N. Y. 
Also: Chicago. 
Drake, Startzman, Sheahan & Barclay, 41 East 42d Street, New York 17, N. Y. 
Dyer Engineers, Inc., 1164 Union Commerce Building, Cleveland 14, Ohio. 
Ebasco Services, Inc., 2 Rector Street, New York 6, N. Y. 
Also: Washington, Chicago, Dallas, Ottawa; Paris, France; Athens, Greece. 
George H. Elliott & Co., 521 Fifth Avenue, New York 17, N. Y. 
Also: Indianapolis, Montreal. 
The Emerson Engineers, 30 Rockefeller Plaza, New York 20, N. Y. 
Also: Los Angeles. 
Ford, Bacon & Davis, Inc., 39 Broadway, New York 6, N. Y. 
Also: Chicago, Los Angeles, Toronto. 
Griffenhagen & Associates, 333 North Michigan Avenue, Chicago 1, Il. 
Also: New York, Washington, Boston, Milwaukee, Los Angeles, Montreal. 
Edward N. Hay & Associates, Inc., 1523 Walnut Street, Philadelphia 2, Pa. 


c ~) 
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Robert Heller & Associates, Inc., 1568 Union Commerce Building, Cleveland 14, 
Ohio. 
A. T. Kearney & Co., 135 South La Salle Street, Chicago 3, IL. 
Lester B. Knight & Associates, Inc., 600 West Jackson Boulevard, Chicago 6, 
Ill. 
Also: New York, Washington. 
McClure, Hadden & Ortman,-Inc., 168 North Michigan Ave., Chicago 1, Il. 
McKinsey & Co., 60 East 42d Street, New York 17, N. Y. 
Also: Boston, Chicago, San Francisco, Los Angeles, Washington. 
Mead Carney & Co., Inc., 630 Fifth Avenue, New York 20, N. Y. 
Also: Toronto; Geneva, Switzerland; London, England 
Methods Engineering Council, 718 Wallace Avenue, Pittsburgh 21, Pa. 
Also: New York; Sao Paulo, Brazil; Madrid, Spain; Gothenburg, Sweden 
Morris & Van Wormer, 25 Broad Street, New York 4, N. Y. 
Norris & Elliott, Inc., 85 East Gay Street, Columbus 15, Ohio 
Also: New York; Chicago; Mexico City 
Bruce Payne & Associates, Inc., 1 Avery Place, Westport 1, Conn. 
Also: Boston; Atlanta; Chicago; New York; Montreal; Rio de Janeiro, 
Brazil 
Albert Ramond & Associates, Inc., 435 North Michigan Avenue, Chicago 11, Ill. 
Also: New York; Toronto; Bombay, India 
Rath & Strong, Inc., 80 Federal Street, Boston 10, Mass. 
Rogers, Slade & Hill, 551 Fifth Avenue, New York 17, N. Y. 
Kurt Salmon Associates, Inc., 3000 Albemarle Street NW., Washington 8, D. C. 
Also: New York; Atlanta; Greensboro, N. C.; Nashville, Tenn. 
Sanderson & Porter, 52 William Street, New York 5, N. Y. 
Seovell, Wellington & Co., 111 Broadway, New York 6, N. Y. 
Also: Boston; Springfield, Mass.; Chicago; Syracuse; Los Angeles; Mon- 
treal; London, England 
Standard Research Consultants, Inc., $45 Hudson Street, New York 14, N. Y. 
Stevenson, Jordan & Harrison, Inc., 19 West 44th Street, New York 36, N. Y. 
Also: Chicago; Cleveland; London, England 
Stevenson & Kellogg, Ltd., 810 Royal Bank Building, Vancouver 2, British Colum- 
bia, Canada 
Also: Montreal; Toronto 
Stewart, Dougall & Associates, Inc., 30 Rockefeller Plaza, New York 20, N. Y. 
Stone & Webster Engineering Corp., 90 Broad Street, New York 4, N. Y. 
Also: Boston 
Swanson, Ogilvie & McKenzie, 176 West Adams Street, Chicago 3, Ill. 
The Trundle Engineering Co., 2020 Carnegie Avenue, Cleveland 15, Ohio 
Also: New York; Chicago; Washington 
The J. G. White Engineering Corp., 80 Broad Street, New York 4, N. Y. 
Wolf Management Engineering Co., 7 South Dearborn Street, Chicago 3, Ill. 
Also: New York; Philadelphia; Des Moines; Indianapolis; Oklahoma City ; 
Washington 
J.D. Woods & Gordon, Ltd., 15 Wellington Street West, Toronto 1, Canada. 
Also: Montreal 


{Christian Science Monitor, Boston, July 28, 1955] 


New SysteM Pours POWER INTO GREECE 


(By Harry C. Kenney, staff correspondent of the Christian Science Monitor) 


New YorK.—The Kingdom of Greece has taken formal possession of an ultra- 
modern 175,000-kilowatt national electric power system started under the Mar- 
shall plan and completed under the auspices of the Foreign Operations Ad- 
ministration. 

At the end of World War II, Greece had no electric power system as such. 
Most of the power which was available was in the Athens area and was fueled 
by imported diesel oil. 

This provided a unique situation in that it has been possible to build a modern 
power system without being hampered by the need to extend and construct upon 
existing and less-modern facilities. 

ik. P. Noppel, vice president of Ebasco Services, Inc., said at a press conference: 

This is the largest single enterprise in the history of the Greek Nation. Our 
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job was first planning the system; then managing its design, construction, and 
finally placing it in operation. 

“As of July 15, Ebasco turns over to the representatives of the Greek Govern- 
ment a Greek organization trained by Ebasco which will operate, control, and 
direct this nationwide utility system.” 


MANY VILLAGES SUPPLIED 


The project cost $115 million. International funds expended for construction 
included: Greek drachmae, 43 percent; Italian lire (reparations), 30 percent; 
United States dollars, 12 percent; and European Payment Union, 15 percent. 
Citizens of countries involved in the construction project under Ebasco super- 
vision, in addition to the United States and Greece, include engineering, con- 
struction, and manufacturig firms of Great Britain, France, Switzerland, West- 
ern Germany, and Italy. 

Actual construction began in the fall of 1950. The completed system involves 
a network of more than 800 miles of 150,000-volt transmission lines, about 1,100 
miles of 15,000-volt primary lines, and 2,500 miles of low-voltage secondary dis- 
tribution lines supplying more than 400 cities and villages, many of which have 
never before had electric service. 

The system is a combination of hydro and steam plants with the steam being 
provided by burning lignite. Large supplies of lignite have been located in Greece 
and this coupled with available hydro power eliminates the need to import fuel 
for the system. 


FOUR PROJECTS INVOLVED 


The system consists of: 

The Aliveri steam electric station, 80,000-kilowatt capacity at Euboea, burns 
lignite from nearby mines, was completed and put into operation in July 1953 
and is the key plant of the system. 

The Ladhon hydro project, a 50,000-kilowatt system, is on the Ladhon River 
in the Peloponnesus, 25 miles east of Mount Olympia. It was placed in operation 
in May 1955. 

The Louros hydro project of 5,000-kilowatt capacity is in west central Greece 
and went into operation in March 1954. 

The Agra hydro project of 40,000-kilowatt capacity is near the Yugoslav border 
and was completed in July 1954. 

It is expected that from this power system, Greece will expand its electric 
production by adding more power plants and distributing facilities. 

An interesting phase of the project involved the training of Greek personnel 
to operate the system. In addition to field training on the project itself, about 
50 key personnel in all parts of the system were brought to the United States and 
trained by actually working at their assigned jobs in some 30 electric utility 
companies. 

TRAINED IN UNITED STATES 


This training program was regarded by Ebasco and the Greeks involved, as 
well as the Greek Government, as one of the most important parts of the overall 
project. Members of the Greek organization’s board of directors, mechanical, 
electrical, and civil engineers, accountants, auditors, commercial operating, and 
other personnel were trained in this way. 

The United States paid the subsistence expenses of all those individuals in- 
volved in the training process in this country. Through visits to American 
homes, the trainees and their hosts were afforded an excellent opportunity to 
improve acquaintance and understanding of one another. 

Also, the Greeks were introduced to the American custom of hot dogs, picnics, 
United States sports, and movies. They moved freely and with great welcame 
about the country and enjoyed their experience. 

Gregory Panas, industrial adviser to the Greek Government Foreign Trade 
Administration, declared at the press gathering: “The blessings and modern 
conveniences of electricity are being brought to the remotest communities in 
Greece, providing better living conditions, and enabling the use of power in many 
industrial and agricultural fields. 

“TI firmly believe that the peoples of Greece and the United States can be 
justly proud of what has happened in the field of electricity in my country and 
can look toward the future with more hope and confidence for peaceful develop- 
ment and prosperity. 
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“l am confident that I reflect the feelings of the people of Greece when I express 
our thanks and gratitude to the American people and their representatives for 
their unselfish generosity and understanding which made possible the execution 
of this important project.” 

Mr. Wanker. Ebasco has no monopoly in the consulting field, and 
nothing it does tends toward monopoly. It doesn’t control anything, 
so it can’t monopolize anything. There are construction companies 
that are bigger, and service organizations as large. 

Ebasco has rendered services to utility companies in the Pacific 
Northwest for many years, among them the Washington Water Power 
Co. These services, for more than a decade, have been rendered 

inder work orders from that company requesting that specific jobs 
be done. In the last 3 years 80 percent of Ebasco’s billings to the 
company have been for engineering and construction services. 

In connection with the proposed merger of Puget Sound Power & 
Light Co. and the Washington Water Power Co., Ebasco functioned 
ui its professional capacity. It was asked by Kinsey Robinson, the 
president of Washington Water Power, to prepare financial data with 
respect to the proposed merger, and it did so. It was asked to prepare 
a registration statement required for an exchange of Washington 
and P uget stock when the Washington- P uget managements “had 
reached an agreement to a merger, and did so. 

Mr. W. E. Parrott, a general consultant of Ebasco Services, an- 
swered inquiries of various financial groups about matters related to 
the merger, but only at the request of the Washington Waiter Power 
Co.'s president. 

isbasco did not initiate the concept of the merger, and it was not 
il & position to make any policy decisions regarding the merger. It 
took no steps in connection with the merger except in carrying out the 
insiructions of its client, Washington Water Power. Ebasco’s activi- 
ties in this matter were on the basis of rendering a service to a client 
in the most efficient and effective manner possible. 

So far as Hell's Canyon is concerned—that was referred to in the 
committee’s release—Ebasco’s work has been to make engineering and 
economic studies such as would be made by any other engineering 
organization in accordance with the instructions of its client, Idaho 
Power Co. Ebasco’s entire activities in this matter were on the basis 
of rendering a professional service to a client. It neither initiated 
nor promoted the project. 

Senator O’Manonry. You referred to Mr. Parrott. 

Mr. Waker. Sir? 

Senator O’Manoney. You referred to Mr. Parrott. 

Mr. Waker. Yes, sir. 

Senator O’Manonry. He is an employee of Ebasco. 

Mr. Warker. Yes, sir; he is an employee. He is a general con- 
sultant. 

Senator O’Manonery. Have you had conferences with him ? 

Mr. Waker. Have I had conferences with him? I have talked to 
him from time to time, yes, quite frequently. His direct boss is Mr. 
EK. P. Noppel of Ebasco Services, who in turn works for Mr. Gardner. 

Senator O’Manoney. Do you approve of his activities? 

Mr. Waker. Do I approve of fis activities ? 

Senator O’Manoney. Yes. 


Mr. Waker. I think he is a a very fine—— 
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Senator O’Manonery. I mean—— 

Mr. Waker. Associate. 

Senator O’Manonery. His activities in this field, what he is doing 
for your 100-percent-owned subsidiary. 

Mr. Warxer. How do you mean, do I approve of his activities 

Senator O’Manoney. Well, you know what he is doing, and you 
approve of what he is doing for Ebasco, is that the fact or not? 

Mr. Warxer. I do not know all that he does, but I am sure what he 
does is well done. 

Senator O’Manonry. I have nothing up my sleeve about Mr. Par- 
rott, if you are afraid that I am trying to trap you. I assure you that 
Iam not. I just want to know if you agree with the program that he 
attempts to carry out. 

Mr. Waker. Well, he carries out what his client asks him to do. 

Senator O’MAnoney. Yes, as an employee of Ebasco # 

Mr. Waker. That is correct, sir. So I cannot approve or dis- 
approve of what he does for the Washington Water Power or his other 
clients, because it is not within my realm to approve the actions of 
the company that we have no policy decision to make for. 

Senator O’Manoney. Well, that is a little bit difficult for me to 
understand. Ebasco is your wholly owned subsidiary. 

Mr. Waker. Let me use this as an example- 

Senator O’Manoney. It is the first finger of your hand, Ebasco is. 
And when I say “your hand” I mean Electric Bond & Share. 

Mr. Waker. You are talking as a corporate entity, that is right, 
sir. Let me see if I can make my position clear, Senator. If Mr. 
Robinson, for example, asked Mr. Parrott to have an engineer in 
Ebasco to prepare an engineering plan for the development of a par- 
ticular river, and the engineer does that, and Mr. Parrott says, “This 
is what our engineers think is a — plan for that river,” I ‘cannot 
approve that or disapprove it. I do not know, because I'am not an 
engineer. And I would not attempt to try to get into all of the 
activities. 

Senator O’Manoney. Let me make it specific. The evidence here 
shows that Mr. David Cowan, as I remember, wrote a letter to Mr. 
Currie, the attorney for the stockholders committee of Puget, and the 
secretary of that committee, suggesting an amendment to the letter to 
the stockholders of Puget Sound. 

Now was Mr. Parrott in that case acting as an agent of Washington 
Water Power, and Mr. Kinsey Robinson, or was he acting as an agent 
of the 100 percent subsidiary of Electric Bond & Share ? 

Mr. Waker. He was acting for Mr. Robinson as Mr. Robinson said 
yesterday. He asked Mr. Parrott to follow through on anything that 
he could do for Mr. Robinson in this merger. Mr. Robinson is very 
much in favor of it. 

Senator O’Manoney. So you want the committee to understand that 
without any approval, direct or indirect, any consent, active or tacit, 
Mr. Parrott, one of your employees, was suggesting amendments to 
the letters, to the stockholders of Puget Sound / 

Mr. Waker. Well, the record shows that he did suggest 

Senator O’Manoney. You think that was all right, do you not ? 

Mr. Wacker. Do I think it is all right? 

Senator O’Manonry. Yes. 
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Mr. Waker. He was acting for a client. There was nothing un- 
ethical or unprofessional. 

Senator O’Manonry. No, no, I did not imply that, please. 

Mr. Warxker. And we 

Senator O’Manonry. I am not implying anything unethical at all. 
Get that out of your head. I think your operations have been within 
the law, but I think as in the case of the three one-hundredths of 1 per- 
cent, there has been some shaving. 

Mr. Watker. Why is that shaving, Senator, if 

Senator O’Manoney. You come right up to it. You came within 
three one-hundredths of 1 percent of the law. 

Mr. Warxer. What should it be, sir? 

Senator O’Manontey. It is perfectly all right—it is not illegal. 

Mr. Waker. You, asa Senator, voted for an act in 1935. 

Senator O’Manoney. Of course, why, of course. 

Mr. Wacker. Which provided 

Senator O’Manoney. Certainly. 

Mr. Warxer. All right, sir. If you come in—- 

Senator O’Manonry. That is perfectly legal. I do not challenge 
that at all. 

Mr. Waker. The insinuation, sir, if I may say so—and I mean this 
very sincerely and without any other feeling in it at all—the insinua- 
tion is that it is something that, while it is legal, but it is 

Senator O’Manoney. No, no 

Mr. Wavker. And, that, sir, I am sure you do not mean to leave that 
impression with this committee or with anybody in this room—you do 
not mean to. 

Senator O’Manonry. No, I have explicitly stated over and over 
again that I make no charge—— 

Mr. WatkeEr. Fine. 

Senator O’Manoney. Of illegal activity. 

Mr. Warxer. Thank you, sir. 

Senator O’Manoney. And, certainly, I am making no insinuation 
of it. 

Mr. Warxer. Thank you, sir. 

Senator O’Manonry. You must understand that this is not a court 
We are not trying anybody. 

Mr. Waker. No, sir. 

Senator O’Manoney. We are trying merely to find out what the 
practices are in order that we may be advised as to whether or not 
there should be a change of law. 

Mr. Waker. That is what I understand, Senator. 

Senator O’Manonry. That is all we are doing. 

Mr. Waker. Yes, sir. 

Senator O’Manoney. So that it is not necessary for you to defend 
yourself, but I am bringing up this matter of Mr. Parrott because we 
have the evidence here that Mr. Parrott was one of the active indi- 
viduals— 

Mr. Waker. Surely. 


Senator O’Manonry. Not only in the effort to bring about the 
merger of Washington Power and Puget Sound, but also in the cre- 
ation of the other merger known as the Pacific Northwest, which I 
believe was the title of it—the Pacific Northwest Power Co. 
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Mr. Waker. He was asked to, as I think Mr. Robinson testified 
yesterday, Senator, and if my memory is faulty, the record will correct 
it—he was asked by Mr. Robinson, who was president of that com 
pany, to serve as secretary of the Pacific Northwest Power Corp. 

Senator O’Manoney. He served as secretary, that is right. 

Mr. Waker. Yes, sir, but as I understand it, Mr. Parrott never did 
have any policymaking power or function. 

Senator O’Manonry. But as secretary of that Pacific Northwest, 
does he not give orders—— 

Mr. Waker. No, sir. 

Senator O’Manoney (continuing). To Ebasco for its services ? 

Mr. Wacker. He gives orders to Ebasco. Certainly he coordinates. 

Senator O’Manonry. That is all I am asking for. Certainly I do 
not imply anything illegal in that, but I submit, Mr. Walker, to you, 
as a very intelligent and able man, that that shows that Ebasco, 
through Mr. Parrott, is playing a major role in mergers. 

Mr. Watxer. No, sir. Let me see if I can explain. this, Senator. 

Mr. Robinson is the president of Pacific Northwest Power Corp. 
He, as I understand it—and if I am wrong, will somebody correct 
me—he, as I understand it, Mr. Robinson, is the chief executive officer 
of that Pacific Northwest Power Corp. He asked as chief executive 
officer of the Pacific Northwest for Mr. Parrott of Ebasco to serve as 
secretary. 

My understanding, sir, is that Mr. Parrott has no policymaking 
voice in the Pacific Northwest Power Corp. Mr. Robinson asked 
Mr. Parrott to perform certain things for the Pacific Northwest 
Power Corp. He is serving as a secretary of that company at Mr. 
Robinson’s request, so that| Ebasco—neither Ebasco nor Electric 
Bond & Share makes an policy decision about the Pacific Northwest 
Power Corp. 

Senator O’Manoney. But it is an ideal setup, is it not, to obtain 
gentlemen’s agreements as to what may or may not be done? 

Mr. Waker. No, sir. I do not agree with you. There is a law 
on the books, Senator, and we do not propose to violate the Public 
Utility Holding Company Act. 

Senator O’Manoney. I am not suggesting that. I say again I am 
not saying that you are violating the law. 

Mr. Warker. Could I have the Senator’s question back again ? 

(The question was read by the reporter as follows:) 

But it is an ideal setup, is it not, to obtain gentlemen’s agreements as to 
what may or may not be done? 

Mr. Waker. I do not know what you mean by the question, Sen- 
ator. 

Senator O’Manoney. I will say this, that the evidence which a 
member of the Senate obtains over a long period of years, sitting at 
these committee hearings, listening to the statements which are made 
with respect to the operation of national business by private hands, he 
learns early that where management consists of people who are not 
owners of any substantial amount of stock 

Mr. Waker. That is right, sir, we do not own a share of stock in 
any utility company. 

Senator O’Manonry. But hold through employees or otherwise and 
through friendly relationships contacts with numerous other com- 
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panies, there can be brought about the adoption of a policy which all 
follow. 

Now, I submit to you that the evidence in this case, and if you had 
been present at the Dixon-Yates hearings you would have seen the 
evidence there 

Mr. Waker. I was not present, sir, but I read some of the testi- 
mony. 

Senator oe There has developed a widespread attack on 
public power by the so-called private utilities. They have formed 
a organization, a national association. 

Mr. Warxer. Well, Senator, I just want to repeat again that there 
is no control, and while I am not a lawyer, I believe it has been ex- 
plained to me often enough, and I can assure you, Senator, as we 
have been testifying before the SEC, we are wards of the Federal 
Government. We have been for 16 years. And we have been oper- 
ating under an act which has very strict interpretation of the word 
“control.” 

Senator O’Marroney. It may be that the act ought to be changed. 

Mr. Waker. Sir? 

Senator O’Manonery. It may be that the act ought to be changed. 

Mr. Waker. It may be. 

Senator O’Manonry. I am not going to keep you away from your 
appointment, but I am trying to say this 

Mr. Waker. Thank you. 

Senator O’Manonery. That in the case of Mr. Parrott we have a 
gentleman who wears three hats, at least. One hat is the Washington 
Water Power Co. One hat is Ebasco, and another hat is secretary of 
the Pacific Northwest. 

Mr. Waker. Well, Senator, I do not mean to be personal, but are 
we not all in some kind of a similar situation? You, a Senator, you 
are chairman of this committee. 

Senator O’Manoney. The acting chairman of the subcommittee. 

Mr. Waker. Or the acting chairman, excuse me. 

Senator O’Manoney. I am just a junior Senator. 

Mr. Warker. And you are a resident of the State of Wyoming. 

Senator O’Manoney. A resident and citizen of the State of Wyo- 
ming. 

Mr. Waker. And a citizen of the United States. So I am sure 
that we all, if we want to put it that way, are wearing different hats 
at different times. I do not see any inconsistency or any innuendo 
or anything wrong, malicious, about Mr. Parrott. 

Senator O’Manoney. I have not suggested anything. 

Mr. Waker. By Mr. Parrott trying to do a job for his clients. 

Senator O’Manoney. I have not suggested anything malicious, but 
I suggest to you, sir 

Mr. Waker. Well 

Senator O’Manoney. That my citizenship in the State of Wyo- 
ming, and my position as a Member of the United States Senate, 
my position as acting chairman of this subcommittee, are all tied 
together. 

Mr. Wacker. Right. 

Senator O’Manoney. And my duty is to see that the laws, to the 
best of my ability 

Mr. Water. Right, sir. 
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Senator O’Manonry. Are written in the public interest. 

Mr. Waker. I am sure that is true. 

Senator O’Manoney. In the case of Mr. Parrott, he wears his hats 
all tagged “Made by the utilities.” 

Mr. Waker. No, sir. 

Senator O’Manonry. That is the Pacific Northwest utility, Wash- 
ington Water Power Co. utility, the Ebasco utility services. 

Now, the question is, Does that sort of a situation constitute a means 
whereby control over the money of the investors in these utilities is 
centered in New York? 

Mr. Waker. Well, sir, I disagree with you, but I understand what 
you are saying. Thank you very much, Senator. 

Senator O’Manonry. Well, you are very welcome, indeed. We may 
call you again. 

Mr. Watker. Right, sir, I shall be glad to appear at any time. 

Senator O’Manonry. I like your testimony. 

Mr. Waker. Thank you, sir. 

Senator O’Manonery. Mr. Burns, will you now state the order in 
which you desire to present the witnesses? 

Mr. Burns. In view of the time already consumed, in an endeavor 
to accommodate witnesses who have made plane or train reservations, 
I would like to change the order of witnesses and call Mr. Richard 
S. Nye as the next witness. 

Senator O’Manonry. Mr. Nye. You have not been sworn ? 

Mr. Nye. I have not, Senator. 

Senator O’MaHoney. “Do you solemnly swear that the testimony 
you shall give in this proceeding will be the truth, the whole truth, 
and nothing but the truth, so help you God ? 

Mr. Nye. I do. 

Senator O’Manonry. Thank you, Mr. Nye. 

Mr. Burns, you may proceed. 


TESTIMONY OF RICHARD S. NYE, GEORGESON & CO., NEW YORK, N. Y. 


Mr. Burns. Mr. Chairman, before proceeding with this witness, I 
would like to put into the record some information with respect to 
Blyth & Co., which was furnished to the committee. We did not 
have it available when Mr. Miller was on the stand. He furnished a 
statement to the committee in answer to his question as to the stock- 
holdings which shows that on January 1, 1952, it held no stock for the 
account of its officers, and the firm was ‘long 37 1 shares. 

On August 15, 1955, it showed none on account of its officers, but 
the firm was short 111 shares. 

And the accounts of the customers shows none. 

The statement also shows that Mr. John Hollett, a vice president, 
had advised that he had purchased 100 shares of Puget Sound Power 
& Light common on November 10, 1943, which he still holds. 

I would also have the record show that in a deposition of Mr. 
George Leib, of Blyth & Co., on January 14, 1954, he stated that 
Blyth & Co. had only a trading position in the stock of Puget, 
a few thousand in and a few thousand out, because Blyth does a 
very large trading business, and that Blyth does not hold stock in 
Puget as a matter of investment. 
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Mr. Nye, will you state the name of your company ? 

Mr. Nye. Georgeson & Co. 

Senator O’Manonery. Will you spell that? 

Mr. Nye. G-e-o-r-g-e-s-o-n. 

Mr. Burns. And where is it, the address? 

Mr. Nyx. 52 Wall Street, New York. 

Mr. Burns. What is your connection with that firm? 

Mr. Nye. Partner. 

Mr. Burns. You are one of the partners? 

Mr. Nye. Yes. 

Senator O’Manonry. Is it a corporation ora partnership ? 

Mr. Nye. It is a partnership. 

Mr. Burns. And what is the nature of its business? 

Mr. Nye. We solicit proxies and serve as consultants on stockhold- 

‘relations. 

Mr. Burns. How many partners are there in your firm ? 

Mr. Nye. In the firm of Georgeson & Co. there are four partners. 

Mr. Burns. Isone of them John T. Von Der Heide? 

Mr. Nye. +. 

Mr. Burns. Is he an employee? 

Mr. Nye. Perhaps I had better explain our setup. 

Mr. Burns. Will you do that? 

Mr. Nye. It is a little bit unusual. The partnership of Georgeson 
& Co., legally, is myself, my wife, Florence E. Nye, my son, Richard 
7m Nye, our cashier, Ed Crocco. At the present time virtually all 
of our business is in this field of proxy solicitation. That is conducted 
by Georgeson & Co. on behalf of a joint venture, the participants of 
which are Georgeson & Co., Gardner Perry, E. C. Potter, and John 
Von Der Heide. For all practical purposes, I consider John Von Der 
Heide a partner, but if you want the exact legal setup, it is that. 

Senator O’Manoney. Does the partnership have a senior interest 
in the overall partnership ? 

Mr. Nye. I did not quite catch that. 

Senator O’Manonry. Does the partnership of four, yourself, your 
wife, your son, and your cashier 

Mr. Nye. I believe it has. 

Senator O’Manonry. Constitute a senior partnership? 

Mr. Nye. I believe 60-percent interest in what we call the joint 
venture. 

Mr. Burns. Do you know whether Mr. Von Der Heide was sub- 
penaed to appear before this committee ? 

Mr. Nye. I do. 

Mr. Burns. Will you tell us why he is not here? 

Mr. Nye. Mr. Von Der Heide has had a very unfortunate family 
development. 

Mr. Burns. You do not have to state the details. There has been 
very serious illness? 

Mr. Nye. His son has cancer, and his wife, a very serious operation. 

Mr. Burns. And he requested that he be excused and that you 
appear in his place? 

Mr. Nye. Right. 

Mr. Burns. Do you believe that you are familiar with the transac- 
tions involving the proposed merger of Washington Water Power Co. 
and Puget Sound Power & Light Co. in which he was also interested ? 
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Mr. Nye. Iam at least as familiar—I may be more familiar. 

Mr. Burns. Will you just describe very briefly the nature of tli 
work that your company does in soliciting proxies ? 

Mr. Nye. Briefly, we analyze the type of proposal which is to be 
submitted, for stockholder action, form our own judgment as to the 
likelihood of stockholders approving. We sometimes participate in 
the preparation of material, not from a legal end, but what points 
should be emphasized, what questions are apt to be asked by stock- 
holders. 

We sometimes analyze the list of stockholders to see where the 
stock lies, the type of stockholders owning that stock. 

If it isa listed company. which has to clear with the SEC, we wait 
until the proxy material has been prepared. We ascertain during 
that period how many sets of brokers and banks nominees want. We 
deliver that to them. We urge them to mail it out to their clients. 
and ask for instructions to vote it. 

We prepare our own review of the matters to come before the meet 
ing which we have to clear with the Securities and Exchange 
Commission. 

We have 80 and 100 men located all over the United States. That 
is sent to them with copies of the proxy material. 

The names of the stockholders are run off on cards. They are broken 
down geographically and sent around the country, and our fieldmen, 
when the release dates comes, are asked to contact those stockholders, 
ask them to please vote. And, of course, try to persuade them to vote 
the way our client wants them to vote. 

Mr. Burns. Can you tell us to what extent your proxy solicitation 
activities have been on behalf of the existing managements of 
corporations ? 

Mr. Nye. To what extent? 

Mr. Burns. Yes, as distinguished 

Mr. Nye. Ninety percent. It is rather unusual that we work on 
cases that are attacking management. We have done it, but it is quite 
unusual. 

Senator O’Manoney. There is considerable work of this kind, is 
there not ? 

Mr. Nyr. We run about 200 campaigns a year 

Senator O’Manonry. Two hundred campaigns a year among the 
stockholders of corporations operating on a national basis? 

Mr. Nye. Right. 

Senator O’Manonery. Otherwise you would not have 80 to 100 people 
around the country ? 


Mr. Nye. That is right. 

Senator O’Manonry. Would you say that I was drawing an incor- 
rect conclusion if I were to infer that the distribution of stock in 
large companies among small stockholders, so that many executives 
can come before a committee nowadays and say, “No individual owns 
more than 2 percent of the stock of our company,” has created the 
opportunity for the business in which you are engaged ¢ 

Mr. Nye. I would use the word—well, opportunity is all right. I 
was going to say “necessity,” but, sure, it is the justification for our 
activity. There has been a tremendous distribution of stock. 
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Senator O’Manonrey. It is the “necessity” so far as management 
is concerned ¢ 

Mr. Nye. Well, “necessity” is probably a bad word. Companies find 
it more economical to employ us than to take a staff of their own 
employees and have them contact stockholders. 

Senator O’Manoney. It is just another aspect of the corporate 
scene which has been created by the wide distribution of stock in na- 
tional companies, and the development of the situation by which 
management runs various corporations by virtue of the executive posi- 
tions that they hold, rather than by virtue of their ownership in 
the company ¢ 

Mr. Nye. Senator, that is probably a fair statement, but if you 
want the full picture, I think you have got to realize that under 
State laws many corporate actions, which managements want to take, 
require a vote of two-thirds of the stockholders, “not two-thirds of the 
stock voting, but two-thirds of the outst: anding-stockholders. 

And stockholders of companies are just about as inert in exercising 
their voting privileges as citizens are in exercising their voting privi- 
leges in elections. 

A very minor portion of our business has to do with elections 
of directors involving a contest. Most of it is in corporate proposals. 

Senator O’Manoney. Like proposals to provide bonuses for the 
management ‘ 

Mr. Nye. Bonuses, pension plans. 

Senator O’Manonry. And pension plans? 

Mr. Nye. Mergers, liquidations. 

Senator O’Manoney. Well, in other words, this development of 
the wide-scale distribution of stock among a multitude of small holders, 
who sometimes forget that they own stock, creates the opportunity 
and the nec essity—I will adopt your wor d—for somebody who wishes 
to support management to conduct a campaign among the stockholders 
to get them to vote the way management wants them t to vote? 

Mr. Nye. Well, management could do it with their own personnel. 
They find it more economical to use someone who specializes in that. 

Senator O’Manoney. Sure, sure; as a matter of fact, let us go off 
the record. 

(Discussion off the record.) 

Senator O’Manonry. Back on the record. 

Mr. Burns. I would like to have marked for the record as exhibit 
No. 55, a document dated February 26, 1953, a memo to Messrs. Nye, 
Perry, Potter, and signed with the initials, “JTV.” Are those the 
initials of Mr. Von Der Heide, “JTV”? 

Mr. Nye. They are. 

(The document referred to was marked “Exhibit No. 55,” and will 
be found in the files of the subcommittee. ) 

Mr. Burns. I would like to read this exhibit : 

Washington Water Power Co.: At Bill Staplin’s suggestion I talked today 
with Kinsey Robinson, who is present in New York. Mr. Robinson said he 
expects to be in touch with us about next Wednesday, by which time it is possible 
that merger negotiations being conducted with Puget Sound Power & Light Co. 
may be underway. There will be two solicitations. Mr. Robinson feels that 
the best solicitation organization should handle the Puget Sound, because there 


is the selling job. I told him we would be interested in doing both. He thought 


that possibly it might be better. In any event, he will be glad to consider our 
proposal. 


Incidentally, Robinson understands McLaughlin will be in New York tomorrow. 
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I will show you that exhibit, so that I can ask you some questions 
about it. 

Are you familiar with that conversation that Mr. Von Der Heide 
had with Mr. Robinson? Did he report it to you as indicated in that 
memorandum ? 

Mr. Nye. I believe it was simply a telephone conversation. Actu- 
ally, nothing developed, except that at that time the managements 
of both companies apparently were on the surface, at least, working 
toward a merger. 

Do not catch me up on dates, but I assume that must have been the 
‘ase. And we were trying to get the solicitation for both companies. 

Mr. Burns. Do you know who Bill Staplin is? 

Mr. Nyr. He is a lawyer at Reid & Priest. 

Mr. Burns. And do you know whether that is the same Reid & 
Priest firm which represents Ebasco Services and Electric Bond & 
Share? 

Mr. Nye. They represent a good many utility companies. I have 
no direct knowledge that they represent Ebasco. I would assume 
that they did. 

Mr. Burns. Did you know Bill Staplin yourself? 

Mr. Nye. Well, I have met him half a dozen times. I have talked 
to him. 

Mr. Burns. Did you know him before the date of this memo- 
randum ¢ 

Mr. Nye. Oh, yes. 

Mr. Burns. So you knew when you received this memorandum from 


Mr. Von Der Heide—you knew who he was? 
Mr. Nye. Yes. 


Mr. Burns. And in discussions with Mr. Von Der Heide, what did 
you understand about the suggestion that there will be two solici- 
tations ? 


Mr. Robinson feels that the best solicitation organization should handle the 
Puget Sound because there is the selling job. 

Did you have any discussion with Mr. Von Der Heide about that? 

Mr. Nye. I did not have any discussion. I know that from my 
own knowledge—well, not from my own knowledge—from conversa- 
tions with Von, that Mr. Robinson felt that if a merger proposal was 
presented by the two boards to their respective stockholders that 
there might be more of a problem in obtaining the necessary vote 
from the Puget stockholders than there would be from his own stock- 
holders. He may have been right, or he may have been wrong. 

In fact, it would be about a tossup 

Mr. Burns. I would like to have marked as “Exhibit No. 56” a docu- 
ment dated April 9, 1953, an office memo, Puget Sound-Washington 
Power, with the initials “J. T. V.” 

The document referred to was marked “Exhibit No. 56” and will 
be found in the files of the subcommittee. ) 

Mr. Burns. I will read this document: 

Ben Dewey, of Reid & Priest, and Bill Parrott, of Ebasco Services, talked to 
me today about our suggested economies of having one solicitation organization 
handle both jo''s. On the basis of doing both jots and getting 85 percent affirma- 
tive vote in each case, I gave them the figure of $15,000, divided any way they 
wish, but indicating $7,500 for each job, which could be expressed $2,500 plus 
expenses of $5,000. Should we be asked to handle either meeting separately, 
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there would be an increase in our figure up to $1,000 to $1,500. There are 12,000 
Puget stockholders and 20,000 Washington stockholders. Two-thirds vote would 
be required in each case. 

Was this discussed with you by Mr. Von Der Heide? 

Mr. Nye. I really don’t know whether it was discussed or not. He 
sent me a memorandum of a conversation he had had and the price 
that he had suggested. He had authority to estimate costs. 

Mr. Burns. Did you know Ben Dewey, of Reid & Priest? 

Mr. Nye. I don’t believe I know Mr. Dewey. 

Mr. Burns. Did you know Bill Parrott? 

Mr Nye. I would not know him if I met him. I may have talked 
with him. I have no recollection of it. 

Mr. Burns. On the basis of this discussion with Mr. Von Der Heide 
which Ben Dewey and Bill Parrott had, did Georgeson & Co. agree 
that it would conduct the meeting of both companies on this merger 
if they were requested to do so? 

Mr. Nye. We not only agreed, but we were seeking the business. 

Senator O’Manonery. Did you get it? 

Mr. Nye. There was never a merger, Senator. 

Senator O’Manoney. You got the stockholders’ lists ? 

Mr. Nye. Yes. 

Senator O’Manoney. Did you get started on the job? 

Mr. Nye. No; it never reached that point. We were never even 
officially retained. 

Senator O’Manonry. That was my point. Of course, the solicita- 
tion of the stockholders to support the merger might easily have taken 
place before the merger took place. It would have to, wouldn’t it? 

Mr. Nyre. You would solicit for a period of about 30 days prior to 
the merger meetings. 

Senator O’Manonry. That is why I asked the question. But your 
answer is that you never got the job. 

Mr. Nye. I forget the exact sequence, but the merger agreement 
between the companies ran out and was not renewed by Puget, so no 
meetings were ever called. 

Senator O’Manoney. Youdidsome work. You analyzed the stock- 
holders’ list ¢ 

Mr. Nye. No. We had worked for Puget before. I was satisfied 
in my own mind as to their reaction. I knew their general geographic 
distribution. 

Senator O’Manonry. When you worked for Puget before, were you 
hired by management ? 

Mr. Nye. We were hired by Mr. McLaughlin. 

Senator O’Manonery. So you were working for the management of 
Puget ? 

Mr. Nye. Right. 

Senator O’Manonry. When you were soliciting this new job with 
respect to Puget and the merger with Washington, you were going to 
work against the management? 

Mr. Nye. Not at all, Senator. There couldn’t be a merger meeting 
unless the boards of both companies called the meeting. Senator, 
let’s have that clear. 

Senator O’Manoney. I didn’t state the question clearly, I think. 


You testified here voluntarily that you had worked for Puget Sound 
before ? 
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Mr. Nye. Yes. 

Senator O’Manoney. I asked you if you had worked in behalf of 
management, and you a “Yes. 

Mr. Nye. We worked on it- aac the proposed sale to the public 
utility districts. 

Senator O’Manonry. Then I was seeking to find out whether, in 
seeking this job in which you would represent both companies, you 
would be working on the stockholders of Puget and of Washington, 
you were working for or against the management, the McLaughlin 
management of Puget. 

Mr. Nye. We would be working for the McLaughlin management of 
Puget, as far as the Puget stockholders were concerned. They had to 
pay us. They had to give us a list. They had to call the meeting. 
There was no job, unless a meeting was called. 

Senator O’Manoney. That was the situation as of what date? 

Mr. Nyr. Whatever time we are talking about. 

Mr. Burns. It is April 1953. 

Senator O’Manonry. Was that about the time the promoters of the 
merger were trying to displace the McLaughlin management, or was it 
| efore / 

Mr. Nye. I would say it was before. My recollection is slightly 
vague. I don’t know whether, at this time, there was an actual merger 
agreement, either officially or tentatively approved by both hoards. 
\s I recall, at one time there was, but at this time there was at least 
negotiations between the management of the two companies looking 
toward a merger. We were soliciting the business from both 
companies. 

Senator O’Manoney. This memorandum was dated April 19, 1953. 
So my question was merely to determine whether at that time there 
was antagonism between the management of Washington and the 
management of Puget Sound. You were there; I wasn't. 

Mr. Nye. No; I was not there. I was in New York. 

Senator O’Manonery. I mean, you were in on the business. 

Mr. Nye. All I know is that we were given to understand that 
there was at least a possibility or a prospect that an understanding 
would be reached between the companies and a merger proposal woul, d 
be submitted by each company to its own stockholders. 

‘Senator O’Manonry. That clears the situation. 

Mr. Nye. If that happened, we wanted the business. 

Senator O’Manonry. That answers my question. Thank you very 
much. 

Mr. Burns. I would like to have marked as exhibit 57 a document 
dated April 25, 1953, memorandum to Messrs. Nye, Perry and Potter, 
with the initials “JTV.” 

(The document referred to was marked “Exhibit No. 57,” and will 
be found in the files of the committee. ) 

Mr. Burns. I will just read part of this. This is a memorandum 
to you and others, and it states, in part: 

While we do not have the names, I told Robinson we could handle the brokers 
and bank nominees through our customary search. If it came to a showdown 
and Washington had any compunction about employing us, we could work for 
the Currie committee. Robinson thought the committee might get out a letter 


anywo9; but as far as he was concerned ke wanted us to be engaged to make 
the vote absolutely certain. 
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[ will show this to you. Do you have any recollection of that 
nemorandum which was sent to you by Mr. Von Der Heide? 

Mr. Nye. I discussed it with Mr. Von Der Heide since the subpena 
came In. 

Mr. Burns. Do you know what was referred to in that paragraph ? 

Mr. Nye. Frankly, I find it rather confusing. 

Mr. Burns. Then [ won't ask you about that. 

Mr. Nye. You didn’t ask about that. My impression is that at the 
time there was a growing feeling that Mr. McLaughiin was dragging 
his feet and might try to give the merger the kiss of death with a 
very passive recommendation, if he reached a point of even submit- 
ting it. I think he had indicated that he didn’t think any solicitation 
would be necessary with his stockholders. 

Mr. Robinson didn’t want to take any chances. He raised the point 
with Von Der Heide that if Mr. McLaughlin decided not to use our 
services in soliciting his stockholders, could we do it on behalf of 
Washington Power or even on behalf of this committee. That is 
probably what it boiled down to. It would have been a rather 
unusual procedure. 

I don’t know whether we could have done it or not. We couldn't 
have done it unless we were given the names of the stockholders. 
Phat would require affirmative action by the Puget management. 

Mr. Burns. I would like to have marked as exhibit 58 a document 
dated May 25, 1953, memorandum to Messrs. Nye, Perry, and Potter, 
with the initials “JTV.” 

(The document referred to was marked “Exhibit No. 58,” and will 
be found in the files of the committee. ) 

Mr. Burns. The first paragraph reads: 

As suggested by Mr. Robinson, I talked with him again today by telephone. 
The Washington hearings have been put off until June 15. Robinson feels that 
their counsel presented an excellent case and that approval of the Washington 
commission is assured. 

I skip three paragraphs, and read the last paragraph: 

I told Robinson we were thinking of adding $5,000 to the costs of the Puget 
solicitation because of the changes that have taken place since we arrived at 
our initial figure of $15,000 for both jobs. Robinson said he would not object but 


thought that we should not charge all the extra to Puget but rather apportion 
it between the two companies. 


Do you recall having a copy of that memorandum at that time? 

Mr. Nye. I recalled it since I have checked the papers you sub- 
penaed. 

Mr. Burns. Now, inasmuch as Puget had not consulted you up to 
that time about engaging your services for solicitation, can you explain 
how the allocation of the fees could be made on the basis of a talk 
solely with the president of Washington Water Power ? 

Mr. Nye. Obviously, they couldn't. I think this paragraph says: 


I told Robinson we were thinking of adding * * * 


Mr. Burns. I would like to have marked as exhibit 59 a document 
dated January 11, 1954, to Mr. Potter, Mr. Perry, and Mr. Van Der 
Heide, with the initials “RSN.” I would like to have that marked 
as exhibit 59. 

(The document referred to was marked “Exhibit No. 59,” and will 
be found in the files of the committee.) 
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Mr. Burns. I would like to have marked as exhibit 60 a document 
dated May 3, 1955, office memorandum on “Puget Sound” with the 
initials “RSN.” 

(The document referred to was marked “Exhibit No. 60,” and will 
be found in the files of the committee. ) 

Mr. Burns. I would like to have marked as exhibit 61 a letter on 
the letterhead of Washington Water Power Co., dated May 9, 1955, 
addressed to Mr. John T. Von Der Heide and signed “K. M. Robinson.” 

(The document referred to was marked “Exhibit No. 61,” and will 
be found in the files of the committee. ) 

Mr. Burns. I would like to read exhibit 59, which is dated January 
11, 1954. It states: 

George Leib of Blyth called to find out if we had any commitments to Mc- 
Laughlin. 

I told him we were on the side of the angels. 

He said that eventually they would get the stockholders list. 


Is this your own memorandum ¢ 

Mr. Nye. That is. 

Mr. Burns. And could you explain to the committee that phrase 
“we are on the side of the angels?” 

Mr. Nye. Mr. Burns, this is an interoflice memorandum. The 
language is rather flamboyant. I am quite sure I would not, over 
the phone to Mr. Leib, use that statement. We had previously, before 
he called, made a commitment to represent the committee. My asso- 
ciates knew about it. This was just saying that he called, and this 
language simply means that I confirmed that we had made a commit- 
ment. 

Mr. Burns. I am afraid I still don’t understand it. You use the 
phrase, whether you used it to Mr. Leib or not: vou did use it. 

Mr. Nye. For goodness’ sake; I used a phrase that said we are on 
the side of right and justice. 

Mr. Burns. What do you mean by “the side of right and justice”? 

Mr. Nye. I was convinced we were representing the group that we 
should represent. 

Mr. Burns. Which group was that? 

Mr. Nyx. The committee. 

Mr. Burns. The stockholders committee ? 

Mr. Nye. Right. 

Mr. Burns. Which had decided to oust management ? 

Mr. Nye. I don’t know that they had decided at that stage to oust 
management. 

Mr. Burns. They were opposing management ? 

Mr. Nye. Yes. 

Mr. Burns. Was that the first time that your firm had agreed to 
solicit proxies against the position of management ? 

Mr. Nye. No. 

Mr. Burns. You are sure of that? 

Mr. Nye. Yes, I am sure of that. 

Mr. Burns. How long has Mr. Von Der Heide been with your firm! 

Mr. Nyx. Since 1945. 

Mr. Burns. Was it the first time since 1945 that your firm agreed 
to represent a group who was opposing management ? 


Mr. Nye. No. 
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Mr. Burns. And if Von Der Heide made a statement to that effect, 
then he was in error? 

Mr. Nye. He was in error. 

Senator O’Manoney. I hope you won’t object if I use your dramatic 
language, “the side of the angels.” 

Are we to interpret that the angels were the investment banking 
houses of Wall Street ? 

Mr. Nye. Are you asking me a question ? 

Senator O’Manoney. Yes. 1 say, are we to understand that the 
angels were the investment banking houses of Wall Street? I mean, 
those that were on this committee ? 

Mr. Nye. No. Just that an issue had developed and we thought 
that the committee represented the right side of the issue. 

Senator O’Manonry. The question was intended to lighten the 
atmosphere, that is all. 

Mr. Burns. I would like to read exhibit 60, dated May 31, 1955. 
This is a memorandum from Mr. Nye on Puget Sound: 

Fred Miller of Blyth & Co. called this afternoon. They have gotten their order 
to get a list of the stockholders. He referred to a meeting I had had with him 
and Carl Brown of Laurence Marks in the spring of 1954, at which time we had 
made a commitment to solicit proxies for the stockholders committee. He wanted 
to know if that was still good or whether we had any other commitments. I 
told him it was certainly good and we had no reservations about it. 

I added, however, that in my judgment the prospects of success were very 
much less than they were a year ago and asked that they make a very cold- 


blooded appraisal of the prospects. He said he realized that and it would 
certainly be done. 


Puget is now selling at 38 and was listed on the big board. The dividend has 
also been increased. McLaughlin certainly landed on his feet in this one. Did 
its danmedest to sell out to the PUD’s at a price that you could barely see $20 in. 
Now he is champion of free enterprise and the stock is 38. 

I also pointed out that I would have imagined that any of the speculators who 
had bought stock on the basis of getting a deal would take their capital gain and 
now sell out because they had gotten their price, and that stock has gone into 
the hands of investors. 

Do you recall that memorandum ? 

Mr. Nye. I do. First, there is an obvious typographical error in 

The “barely see $20” should be 27, because the sellout was at 
22 plus approximately $5 over a period of years, estimated. 

Mr. Burns. I would like to read from exhibit 61, a letter to Mr. 

Von Der Heide from Mr. Robinson, this paragraph : 


I was a little disturbed about Mr. Nye’s memorandum which was attached 
to your letter. I am inclined to think that the list when it is produced will 
show a large amount of the total shares in the East, largely owned by people 
who still feel that a merger is advantageous. So far as I know, the members 
of the committee are still very anxious to work this out, and I think an 
analysis of the list will give them a good idea. 

I will show you that letter and ask you if you recall the contents 
of the memorandum which Mr. Von Der Heide had sent to Mr. Robin- 
son. We don’t have a copy of it. I am asking for your recollection. 

Mr. Nye. Memorandum referred to was this memorandum of May 
3, referring to the call from me to Mr. Miller. 

(Discussion off the record.) 

Mr. Nye. I would much rather settle any loose ends here. I would 
like to make the flight, but if it is not possible, it is not possible. 


67272—56—pt. 5—16 
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Senator O’Manionry. We want to cooperate with you to the greatest 
degree possible. Mr. ‘Dares tells me he has no further questions to 
ask. Neither have I. 

[ would just like to make a comment, and without reflection at all 
upon Georgeson & Co., or the business in which you are engaged. 

The observation is that the position of the small stoe kholder in) 
big business is one in which his interests are at the mercy of manage- 
ment and those who undertake, whether they are investment houses 
or not, to shape the policy of the company. I have often thought 
and this evidence today that you have given strengthens my opinion 
that it might be advisable to establish a provision of law for all 
corporations engaged in interstate commerce having more than X 
number of stockholders- corporations, in other words, which are 
managed by employees or minority stockholders, but which operate 
on the capital of thousands of small stockholders, whose voices are 
heard only when solicitation partnerships work among them, and 
persuade them to vote. 

The provision I have in mind is (1) that such corporations should 
be obliged to have a member on the board of directors whose duty 
was to represent the small stockholders, so they would not be at the 
mercy of the desires of management to secure the adoption of policies 
which management wants, regardless of what the small stockholders 
feel. That is only in passing. 

Mr. Nyr. Well, Senator, I would like to talk to you about it someday. 

Senator O’Mauonry. I think there will be some conversations 
about it. 

Mr. Nye. You are sort of assuming that the interests of manage- 
ment and the interests of big stockholders conflict with the interests 
of small stockholders. 

Senator O’Mauoney. I am assuming the small stockholders do not 
have adequate representation on their boards of directors, particularly 
when committees are formed allegedly to represent the stockholders, 
as in this instance. 

Mr. Nye. You first have to create a condition where small stock 
holders have the slightest interest in representation. Our biggest 
job is to get people to vote. We would win everything if we just 
said, “Please vote. Please vote.” 

Senator O’Manoney. I can understand that, but at the same time 
I feel that there ought to be within the corporation an agency to 
which the small stockholder could appeal with the knowledge that 
he would be getting the information which he needed, and not “merely 
what management desired him to believe. 

Mr. Nye. Senator, you will agree, won’t you, that there has been 
a great change for the better in the last 25 years? 

Senator O’Manoney. Oh, immeasurably. Yes; I do. Thank you 
very much, Mr. Nye. You are excused. 

The committee will take a recess for 5 minutes, after which Mr. 
Bleibtreu will be the witness. 

(Short recess. ) 

Senator O’Mauoney. Mr. Bleibtreu. 

We are ready to proceed, Mr. Burns. 

Mr. Brererrev. [ have not been sworn. 
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Senator O’Manoney. Do you solemnly swear that the testimony 
you are about to give in this proceeding will be the truth, the whole 
‘ruth, and nothing but the truth, so help you God 4 

Mr. Buiersrrev. I do. 


TESTIMONY OF JACOB BLEIBTREU, ABRAHAM & CO., 
NEW YORK, N. Y. 


Mr. Burns. Are you a member of the brokerage firm of Abraham 
« Co. 

Mr. Buiererrev. [ am. 

Mr. Burns. Where is the office of that company ? 

Mr. Bierprrev. 120 Broadway, New York. 

Mr. Burns. What is the nature of its business in general / 

Mr. Biersrrev. The nature of our business in general is ordinary 
tock-brokerage business, confined largely to listed securities for ar- 
bitrage, so-called domestic arbitrage, which consists of the dealing 
n rises, et cetera, and the administration of our own and the family’s 
funds, 

Mr. Burns. Do you have any partners in that firm / 

Mr. Biersrrev. Yes. We are 11 partners, 9 general partners and 2 
-pecial partners. 

Mr. Burns. Was your firm a member of the stockholders committee 
for the Puget Sound Power & Light ? 

Mr. Bieierrev. Yes. 

Mr. Burns. Which partner? 

Mr. Buersrrev. Mr. Goldfluss, Leon Goldfiuss. 

Mr. Burns. Your firm was a member of that committee at the time 
this notice was sent out on July 20, 1955? 

Mr. Biererrev. We were. 

Mr. Burns. And at that time did your firm or any of the partners 
own any stock in Puget Sound ? 

Mr. Biermrrev. The firm or partners at that time, I believe, did not 
own any stock any longer. 

May I add to that, that we still had a substantial amount of stock 
1 the name of our firm, in our name, which belonged to clients of 
the firm. 

Mr. Burns. You mean that you had stock 

Mr. Biersrrev. That was actually under our control and the names 
of those clients can be furnished. 

Mr. Burns. And had they authorized your firm in writing to repre- 
sent them in connection with any 

Mr. Biererrev. No; because there was no proxy solicitation at any 
time. I might add to this that at the beginning when we joined the 
committee we had large holdings, about 10,000 shares for the firm 
and its partners, and we represented probably close to 100,000 shares 
of stock. We did speak to the larger holders—— 

Mr. Burns. IT have only asked you about what you owned. You 
did own some shares of stock at one time? 

Mr. Biererrev. 10,000 shares. I mean 9,500 between the partners 
and the firm. 

Mr. Burns. And you had sold it all prior to the time that this 
letter of July 20 went out? 

Mr. Biererrev. Unfortunately, yes. 
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Mr. Burns. You mean because it went up ? 

Mr. Bieterrev. It went up considerably after I sold it. 

Mr. Burns. You did not sell it at a loss when you sold it ? 

Mr. Burrsrrev. Certainly did not. 

Mr. Burns. You just did not hold it long enough ? 

Mr. Buererrev. That is right. 

Mr. Burns. Now, I would like to have marked as “Exhibit 62” a 
document consisting of three pages, dated September 3, 1952, and 
signed with the initials “JB.” 

(The document referred to was marked “Exhibit No. 62,” and will 
be found in the files of the subcommittee. ) 

Mr. Burns. I will just read parts of this. I will start with the first 
paragraph: 

Mr. Frank McLaughlin called me this morning in response to my wire. I 
suggested to him that he come to New York because there are important inter- 


ests here very much interested in discussing with him the present situation 
as to Puget. 


Then in the third paragraph: 


I told McLaughlin that we should get together in any event to talk it over 
because there was no intention of hurting him or getting him out of a job. On 
the contrary, I told him that I felt sure that some way could be found to con- 
tinue taking care of him and his top people. His whole attitude was not one 
which would make me believe that he absolutely excluded a merger and would 
not listen to it. 


I turn to the next page, Mr. Bleibtreu, to read: 


After the above conversation, I spoke to Bill Gilman and gave him the gist 
of my conversation with McLaughlin. 


I skip one paragraph and continue: 


Subsequently, a meeting was held in Allen’s office, at which were present, 
Herbert Allen, Kinsey Robinson, Bill Parrott, Leon Goldfluss, and myself. 

I told them of my conversations and also that I expected to call McLaughlin 
tomorrow, September 4, early in the morning. It was decided that I should 
ask him where the big holdings are and to impress upon him that there are very 
large holdings in the East, although at this time, it may not yet show on the 
transfer books because undoubtedly some of the recent purchases may have 
kept the stock in street names. We decided that before we could make up our 
minds as to the picture, we would have to get a bid, spelled out in dollars and 
cents, by the six PUD’s so that we could judge how we would fair. 


Mr. Bierstrev. That is misspelled. It should be f-a-r-e. 
Mr. Burns. Yes. 
Skipping over to the next page: 


I am to point out that we are not asking out of curiosity, but in order to be 
able to judge how the bid would work out after taxation. 

I am to tell him that it is absolutely necessary to get together with the 
eastern interests and that if it is not possible for him to come to New York, we 
can very easily meet him in Chicago because some of the people go to Chicago 
anyway very frequently. 

I am to tell him that there is no use fooling himself—there will be lots of 
trouble here if we don’t get the eastern situation cleared up. 

I am to tell him that everybody feels very friendly toward him and that there 
is no intention to hurt him—that Aller did not get to first base with us and that 
it took him a year and a half longer, at great cost and trouble, to accomplish 
what he could easily have done in the first place, by cooperating with us rather 
than opposing us. Also he should realize that while Washington is not the same 
type of company it was under the Aller management and that now it is owned 
by people who are willing to give and take. 

I am to tell him that he will avoid a lot of suits and delay and accomplish a 
great deal more by cooperating than working at loggerheads. 





» be 


the 
we 
ago 


s of 


here 
that 
ylish 
ther 
same 
vyned 


sh a 


STUDY OF THE ANTITRUST LAWS 2143 


Could you tell us who this Herbert Allen is, mentioned on the second 
pi age ? 

Mr. Biererrev. He is a partner of Allen & Co., investment bankers, 
of 30 Broad Street. At that time I believe they were very large 
holders. At one time I believe from their statement—I have not seen 
their statement—they owned in excess of 50,000 shares of Puget 
Sound. 

Mr. Burns. At that time your firm was not on the stockholders com- 
mittee; was it? 

Mr. Biererrev. No, sir. 

Mr. Burns. Now, did you know Bill Parrott, to whom you refer? 

Mr. Burwrrev. Y es; I met him about that time, I should imagine. 

Mr. Burns. And how long had you known Kinsey Robinson ? 

Mr. Bierrev. I had known Kinsey Robinson at that time, which 
was 1952, not very long, because I only met him after the splitup of 
American Power. 

Mr. Burns. After it was divested ? 

Mr. Brerwrrev. Yes. At that time he got a substantial amount of 
stock. 

Mr. Burns. There are several statements in this exhibit which you 
have before you as to what you were to point out to Mr. McLaughlin. 
Can you recall which of these gentlemen, Mr. Allen, Mr. Robinson, 
and Mr. Parrott, suggested these various points which you were to 
point out? 

Mr. Buersrrev. No. I don’t need to recall it, because I believe that 
an were largely my suggestions that I told them what I thought 

[should do. I might, if Tam permitted to say so—— 

Mr. Burns. Did they agree? 

Mr. Buzrerrev. Yes. I may say that I have always had and still 
have, and I hope it is reciprocated, the highest regard for Mr. 
McLaughlin. 

In all the times that we had dealings with him, our relations were 
very friendly. I have only disagreed with him on two occasions. 
The one occasion was ‘ather, he and his board discontinued the 
merger agreements that had been made before, or rather, did not 
extend them. 

The second time I disagreed with him was when he did not furnish 
one of the stockholders, bona fide stockholders like my firm, with a 
list of stockholders. I felt it was not the management’s prerogative 
and is not at any time, by legal shenanigans, if I may use that term, 
to prevent bona fide <eoctinelaais putting their views before their 
costockholders, and I think, Senator, you don’t need me to tell you your 
business, but that is one thing which is just as important as a lot of 
other things which you mentioned with which, in passing, I might 
say I am very much in agreement 

[ think a number of the philosophies which you have expressed here 
are absolutely sound, although I am a lifelong Republican, but I 
mean, what you have said here is so true and goes right to the bottom 
of the matter, but right in this thing belongs, also, the unwillingness 
of management, which is the employee of the stockholders, to cooper- 


ate with other stockholders to put their views before their costock- 
holders. 
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‘That is just as vicious as management from afar or influencing th. 
management. 

Senator O’Manonry. I take it you agree with the suggestion I mad: 
with respect to the protection of small stockholders by granting them, 
through Federal statute, a spokesman on the board of directors. 

Mr. Biererrev. One hundred percent. 

Senator O’Manonry. Thank you very much. I think it is a little 
irrelevant, even though I brought it up. 

Mr. Briemrrev. No; I think it belongs right in this picture. 

Senator O'Manonry. I appreciate your agreeing with the sugges 
tion. Newspapers please copy. 

Mr. Biermrrev. To divert for 1 minute, I think it is one of the 
cancers in our entire setup that thie small stockholder does not take 
an interest and that, as Mr. Nye testified, it needs continual proddiny 
to make him take an interest. 

Mr. Burns. What did you mean by the statement that— 

I am to tell him that it is absolutely necessary to get together with the easter 
interests, 

Mr. Buierprrev. Well, because I felt there were very large stock 
holder interests here and it would be advisable for us to get together, 
because I always believe and I still believe that a merger between 
Puget Sound and Washington is desirable. I think it is economic. 
I think it is to the benefit of the stockholders of both companies. | 
also think in view of the power shortage in the Northwest, at least | 
am informed to that extent by my partner who is an expert on this 
thing or knows a little more than I do, that it is very desirable that 
these two companies work together, even outside of the power pool. 

Mr. Burns. But what did you mean by the phrase “the eastern 
interests” ? 

Mr. Biermrrev. The people who have stocks there. There had been 
at that time, if I may go back for a minute, the stock was selling 
around $16 or $17 a share. We received a visit from Mr. Guy Myers. 
He told us that the stock could not possibly maintain this price. Am 
I going far afield ? 

Mr. Burns. We might be using up some time. 

Mr. Buiererrev. I want to give you the picture of how these interests 
came into the picture. He said it wasn’t possible they could get more 
than $18a share. Mr. Foster of Foster & Marshall visited us out of a 
clear sky to convince us we could not get more than $18 a share from 
the PUD’s. We didn’t think so because we thought the stock was 
worth more. Through this talk and through these studies that were 
made, a lot of people in the East bought the ‘stock. 

(Discussion off the record.) 

Mr. Biersrrev. That is how the eastern interests very largely were 
created through the promise that either the company was taken over 
at a reasonable price by the PUD’s or what was expected to be a rea- 
sonable price, or they would be taken over by the PUD’s and it would 
be worth considerably more. That is why a lot of people bought the 
stock. 

Mr. Burns. Who is Mr. Aller? 

Mr. Bueierrev. Mr. Aller was the president of American. 

Mr. Burns. American what? 
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Mr. Biemrrev. American Power & Light. For 13 years Mr. Aller 
postponed what the SEC had asked him todo. We took a leading part 
in forcing the distribution of the assets which he had been directed 13 
vears before to do, and always sidestepped it. 

Mr. Burns. You are talking about the assets of- 

Mr. Bieierrev. American Power & Light, which in part consisted 
of Washington Water Power. 

Mr. Burns. When you talk about Mr. Aller having opposed 
‘us’ — 

Mr. Bueterrev. That was Abraham & Co., and a few other friends. 

Mr. Burns. A few other brokerage firms? 

Mr. Bieinrrev. I would say they were mostly brokerage firms. We 
ourselves at that time had a very substantial amount. I think some- 

thing like 40,000 shares of American Power & Light. 

Senator O’Manonry. Who sidestepped the distribution ? 

Mr. Biererrev. Aller, Howard Aller. Mr. Berman is very familiar 
with that. He was present at a meeting. 

Mr. Burns. You also make the statement that, “I am to tell him that 
he will avoid a lot of suits.” Was there discussion at that meeting be- 
tween Mr. Robinson and Mr. Parrott about bringing some lawsuits in 
case the merger proposal was not favorably received by Mr. Me- 
Laughlin ¢ 

Mr. Breterrev. I want to be sure that I am making the right answer 
here. There was never any idea of suing him here. It wouldn’t make 
any sense to sue him. We thought a lot “of suits in the districts by the 
PUD’s and by other interests would be brought, just the same as there 
was a great deal of trouble prior to that with Seattle. There wouldn’t 
be any sense for us tosue Mr. McLaughlin. We couldn’t sue him. He 
icted as president. of the corporation “and he acted in good faith at all 
times In my opinion, and what he thought was good for the stock- 
holders. Although I may not have agreed with him. 

Mr. Burns. The reason I asked the question, it was in September 
1952, that you make this statement that you were to tell him he would 
avoid a lot of suits and in October 195 2, a suit was started in Massa- 
chusetts against Mr. McLaughlin, and another suit was started in No- 
vember in the State of Washington against Puget Sound. 

Mr. Biersrrev. I thought the suit in Massachusetts was 1953. The 
suit in Massachusetts and the other one was only started, to my knowl- 
edge, in 1953, which was a year and a half later, and which was only 
after he refused to give the stockholders’ list, and I still think he 
should have given it 'to us. My firm owned four times as much stock 
is the whole management of the company owns. What right has man- 
agement to deny me the possibility or the opportunity to get in touch 
with my costockholders? 

Mr. Burns. You had financial interests in the issuance of securities 
by Washington Water Power, didn’t you ‘ 

Mr. Bierprrev. We did not in the issuance because we are neither a 
house of issue nor are we a house of distribution nor are we under- 
writers. 

Mr. Burns. I would like to have marked as “Exhibit 63,” 3 pages, 
the first 2 consisting of a letter dated September 5, 1952, from Frank 
McLaughlin, president, Pudget Sound, to Mr. oe The third 
page is a carbon copy of a letter dated September 9, 1952, from Jacob 
Bleibtreu to Mr. McLaughlin. 
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(The document referred to was marked “Exhibit 63,” and will be 
found in the files of the subcommittee. ) 

Mr. Burns. Did you receive this, Mr. Bleibtreu, from Mr. McLaugh- 
lin, these first 2 pages? 

Mr. Bierrrev. 1 am sure I received it. May I refresh my memory 
by looking at it? 

Yes. That is a 2-page letter, and the third page is my reply. 

Mr. Burns. I will just read part of the second page, the beginning 
of the second paragraph. 

I again want to emphatically state that my only desire is to best protect and 
advance the interests of Puget stockholders. Because of my all-out efforts in 
this regard over the years, I have taken a terrific amount of personal abuse from 
character assassins who have accused me of selling private enterprise down the 
river, and have been accused by the other side of wrecking public power by sell- 
ing properties at excessive prices so as to make unconscionable profits for Wall 
Street stockholders. 

It has taken considerable personal courage and sacrifice to follow the policy 
which was deemed best for our stockholders. If I had followed the easy course 
and let nature take its course, there would not be any Puget today and the 
chances are the stockholders would have taken quite a licking. 

I have put too much blood, sweat, and tears into the battle for Puget stock- 
holders not to fight to the bitter end for what I believe is best for our stock- 
holders, and in this endeavor I want to carry on, shoulder to shoulder, with you 
and your associates in an atmosphere of complete confidence, cooperation, and 
sympathetie understanding. 

I will keep you advised of developments and want you to know that I very 
much appreciate the expressions made by you in recent telephone conversations. 

Was that your own appraisal of the situation that Mr. McLaughlin 
made at that time? 

Mr. Buiererrev. I expressed my view in reply to it on September 9, 

1 which I said I thanked him very much for the figures which en- 
abled Si—my partner, Si Winters—who is a friend of Mr. McLaugh- 
lin as well and quite a man in public utilities. Also it enabled me to 
get a better underst: anding of the situation as it existed at that time. 
[ expressed my appreciation for his promptness. 

That was very important information. I was very appreciative 
of it and I have no quarrel with the statment that Mr. McLaughlin 
made on page 5. 

Mr. Burns. I would like to have marked as “Exhibit 64” a document 
of 2 pages dated March 5, 1953, with the initials “S. R. W.” on “Puget 
Sound-Washington Water.” 

(The document referred to was marked “Exhibit 64, 
found in the files of the subcommittee. ) 

Mr. Burns. Are those initials “S. R. W.” the initials of one of your 
partners ¢ 

Mr. Bierprrev. Yes, they are the initials of Mr. Si Winters. 

Mr. Burns. Now, I will read part of this. 


” and will be 


A meeting was held here this morning, which was attended by Kinsey Robinson 
of Washington Water Power, Bill Parrott of Ebasco Services, Walter Gruber 
of Union Securities, Herbert Allen of Allen & Co., and Messrs. J. Bleibtreu, Sr., 
S. R. Winters and George Heyman of Abraham & Co. 

Mr. Robinson outlined briefly the situation as it stands up to the moment. He 
has not yet had personal contact with Mr. McLaughlin, but he hopes that this 
will transpire in the near future. 

Meanwhile, the attorneys for Puget and Washington are actively negotiating 
and aside from specific terms, Mr. Robinson is quite pleased with the excellent 
progress made thus far. 
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The terms proposed by Puget, which Mr. Robinson believes actually are the 
suggestions of Stone, Webster & Kidder, Peabody, would provide for each share 
of Puget to be exchanged for * * * 


I willskip the terms. I will read the last paragraph of that page. 


Mr. Robinson believes the $1.32 dividend rate on the proposed preferred to be 
too high, but likewise believes that since the proposed merger to be so advan- 
tageous to both Washington and Puget stockholders, that no small item should 
be allowed to stand in the way. He apparently feels that some obstacles which 
are greater than that at the moment, include the problem of taking care of 
Puget’s attorneys and various of Puget officers. Some of these had excellent con- 
tracts for future pay of severance, under the PUD deal. 

It was suggested by Allen and seconded by Gruber, that these latter items 
were actually of minor importance—the important thing was to get the merger 
terms resolved and, in particular, to do so with a minimum dilution of the Wash- 
ington shares. They suggested a straight preferred stock carrying a nondetach- 
able warrant, exercisable for a limited number of years, but not exercisable for 
he first year. 

This seemed to meet with general approval, except for the reaction of Messrs. 
Robinson and Parrott, who felt that it might be very difficult to sell such an idea 
to McLaughlin. 

I will skip one paragraph: 

Mr. Allen expressed embarrassment at seeing the names of the “Johnny come 
latelies,’ named Stone, Webster & Kidder, Peabody, mentioned in the press, 
whereas we had all been in this picture for 3 years and had worked diligently 
toward consummation of the proposal. Mr. Bleibtreu mentioned the fact that 
Mr. McLaughlin had only yesterday volunteered that the turning point was the 
visit to him in Seattle by Winters last December. 

This was written in March of 1953. 

Mr. Biersrrev. Yes. 

Mr. Burns. And it reports Mr. Allen as stating that: 

We had all been in the picture for 3 years. 

Can you tell us was this merger discussion going on as far back as 
March of 1950. 

Mr. Buersrrev. I would not say so; no. I think the meaning that 
we had all been in the picture for 3 years was that we were all stock- 
holders for 3 years. I would say that to my knowledge anyway the 
merger idea only came to my personal knowledge in 1952. 

May I consult my partner, Mr. Goldfluss ? 

Mr. Burns. Certainly. 

Mr. Biersrrev. Would you say that was about right? Early in 
1952. That was the first time when we were apprised of it. Since 
about 1948, 1949, or 1950, we were interested in the developments in 
the Northwest. I happen to think that that is the most promising part 
of our country, including Wyoming. 

Mr. Burns. The statement is also made that the proposal that was 
made by the investment bankers group met with the general approval 
except for the reaction of Messrs. Robmson and Parrott. 

Mr. Bueisrrev. They thought they were giving away too much. 

Mr. Burns. Do you know in what capacity Mr. Parrott was present 
at this meeting ? 

Mr. Bierrrev. Yes. I am sure asa consultant of Mr. Robinson. I 
may say that this proposal fell by its own weight because, if I recall 
correctly, under the tax ruling a preferred stock would be considered 
equivalent to cash receipts, and it would not have been acceptable to a 
great many of the Puget stockholders who had bought stock very 


* 
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cheaply and would have been subject to a very heavy tax, while if 
they got common stock, they could have c ‘ontinued to keep the common 
stock and only pay that tax when they sold that stock which they 
received. 

Mr. Burns. I would like to have marked as “Exhibit 65” a letter 
dated July 8, 1953, from Jacob Bleibtreu to Herbert Allen. 

(The letter referred to was marked “Exhibit 65,” and will be found 
in the files of the subcommittee. ) 

Mr. Burns. In this letter to Mr. Allen, you enclosed a text of the 
telegram which you had sent to Mr. McLaughlin in which you made 
the statement near the bottom, the last four lines: 

* * * we feel that we can expect you as president to work tooth and nail to 
bring it about in your stockholders’ interest. We look forward to hearing 
from you. 

You were referring to the merger ? 

Mr. Biererrev. Yes. I also, to give a full picture, we should say 
the introductory line by which— 
we received persistent rumors that you are supposed to be not very cooperative 
in regard to proposed merger with Washington. We hear that sources close to 
you question the authenticity of Washington earnings’ figures and that all in 
all your attitude seems lukewarm. Please understand all of the foregoing is 
based on hearsay but we feel * * *. 

We felt it was good as I stated before. We thought it was good for 
both companies. 

Mr. Burns. I would like to have marked as “Exhibit 66” a docu- 
ment consisting of two pages, the first being a telegram November 13, 
1953, Abraham & Co. to the Board of Directors of Puget Sound and a 
letter dated November 13, 1953, from Jacob Bleibtreu to Kinsey M. 
Robinson referring to the telegram. 

(The document referred to was marked “Exhibit 66” and will be 
found in the files of the committee.) 

Mr. Burns. In this telegram you stated: 


Our clients and we are deeply disturbed by failure extend merger agreement. 
Your action appears eompletely irreconcilable with decision in April to merge 
and with many statements that company is faced by disaster if forced con- 
tinue independently. View of our years being stockholders and our most 
friendly personal relations believe are entitled reply senior partner Bleibtreu's 
letter October 26 also feel should receive detailed reasons how situation has 
changed so abruptly to justify complete turnabout. Are afraid must consider 
reasons given in press release to be rather vague while reasons formerly given 
for inability to continue independently were most specific. Please reply also 
state expected earnings 1953 excluding nonrecurring surcharges and other 
items. Kind personal regards to Frank McLaughlin from Bleibtreu, Goldfluss, 
Winters. 


The letter to Mr. Robinson states you are enclosing a copy of that 
telegram and then continues to say: 


We had a very pleasant talk today with Mr. Leib of Blyth & Co. in which Leon 
pointed out to him that although we might not, at this time, give him authority 
to represent us, we were in full sympathy with all the purposes and intentions 
of the committee and that we would at all times cooperate with them. We also 
stated that it might be very possible that if we are not actively on the committee, 
we might be able to perform a more valuable service and act in a more effective 
manner toward the ends which we all desire. 

In other words, if we are on the committee, we can throw our weight in 
with them; if our stock is not represented by the committee, we will ourselves 
represent it as well as the stock of our clients and I feel that we can perform 
a very important function in that way. 


, 
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Will you tell us what the considerations were which determined or 
would determine your decision as to whether you went on the com- 
mittee or stayed off the committee? 

Mr. Buierprreav. Frankly speaking, I think at that time I was prob- 
ably the only man around who was friendly and on speaking terms 
with Mr. McLaughlin and with Mr. Robinson. That is my recollec- 
tion. I think that that relationship was very valuable, that I did not 
want to have an official break with Mr. McLaughlin until such time 
that I saw it was absolutely impossible to get what I thought we were 
entitled to. 

Mr. Burns. But you did decide after that letter was sent to go on 
the committee ? 

Mr. Briererrev. We went on the committee, I believe, only after 
the refusal to give the stockholders’ list—is that correct, Leon?— 
which I thought was unjustified. 

Mr. Burns. Now, did you talk to Mr. Robinson before you went on 
the committee about your decision or was this the sole extent of your 
conversations with him ? 

Mr. Biererrev. We certainly did not ask him for his permission. 
We act as we see fit. That is a matter of principle. 

Mr. Burns. I would like to have marked as “Exhibit 67” the docu- 
ment consisting of five pages dated December 7, 1953, from Frank Mc- 
Laughlin to Jacob Bleibtreu. 

(The document referred to was marked “Exhibit 67” and will be 
found in the files of the committee. ) 

Mr. Burns. I will read part of this. 

Mr. Buersrrev. If I might, I would like to point out that this let- 
ter was dated December 7 and is in answer to our letter of October 
26 and wire of November 14. In other words it was 42 days after my 
letter was sent that I received a reply and that it was 23 days after 
the telegram had been sent. 

Mr. Burns. It begins: 


I sincerely trust that our November 6 and November 23 letters to stockholders, 
together with the pamphlet which accompanied the latter, have furnished satis- 
factory and adequate answers to the basic questions raised in your letter of 
October 26 and wire of November 14. My telegram of November 23 gave you the 
reasons why I had not replied earlier: I was not in a position to do until the 
hoard acted, and also felt you should have time to give thoughtful consideration 
to the November 23 letter and pamphlet. 

As there has been considerable misrepresentation, confusion, and misunder- 
standing, I am in hopes that the letter and pamphlet will serve to clarify the 
situation for you and the other stockholders. 

Being a very intelligent and well-informed person, I am sure you appreciate 
that a tremendous change took place in this country with the landslide victory 
if Eisenhower on November 4, 1952. I was cognizant of this when I prepared 

ur 1952 stockholders report, because therein it was emphasized that—on ac- 

count of the changing picture—any disposition of the property was secondary 
to the assurance that the final outcome is the most advantageous one for com- 
pany shareholders. I foresaw a vastly improved outlook for Puget share- 
holders, but I will frankly admit that I have been amazed at the tremendous 
popular demand that developed for the company’s continued existence. In my 
12 years in the utility business, I have never seen anything like it. 

After reading our November 23 letter to stockholders and the accompanying 
pamphlet, it should be perfectly clear to any right-thinking person that the 
directors had no alternative to the action they took if the best interests of 
Puget’s stockholders were to be served. I am sure you appreciate that having 
given the best years of my life to making Puget what it is today, I am certainly 
going to continue to protect and advance the welfare of company stockholders. 
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i think the whole situation is best summed up by the following quotation from 
an editorial which appeared in the Bremerton Sun on November 18: 

“The plain, blunt fact which we see in both the PUD and WWP failures to 
purchase the Puget system is just this: 

“The average user of P. 8. & L. power is satisfied with service and rates. Why 
should he change? 

“We don’t think either the PUD or WWP gave him any good answers to that 
very simple question.” 

I will skip part of the letter and read the part on page 2 which 
starts with paragraph 2: 

Attempting to kick out Puget’s directors and putting in a board which would 
be mere puppets of the committee and WWP is not going to bring about a merger, 
It would make a merger an impossibility. As a practical matter, the merger 
has been a “dead duck” and lost cause ever since formidable opposition to it 
was made known. People seem to instantly rebel at the idea of creating a bigger 
monopoly. Under present conditions any effort to put over a merger is doomed to 
failure, in view of the Governor's statement of November 13, and the scope and 
strength of the antimerger sentiment in western Washington. 

I will turn to paragraph 4. 

Mr. Buererrev. Would you like me to comment on this? 

Mr. Burns. You may if you wish as we go along. 

Mr. Brererrev. I want to say at no time did I personally, or Mr. 

Goldfluss, advocate the kic ‘king out of Puget’s directors or get rid of 
Mr. McLaughlin because I would think that would be very poor busi- 
ness and very poor judgment, because while I may differ with him, 
I know that he is a first-rate public-utility man, that he built up a fine 
company and if you go into a district which ‘he knows thoroughly, 
they would have been insane to get rid of him. The proposition was 
at one time to make him chairman of the combined services. I so 
expressed myself in my letter to him and in my telephone conversa- 
tions with him. I was not on that committee. Mr. Goldfluss was 
on the committee. That was one part of whatever happened that I 
was not in favor of. I think it is poor business to get rid of people 
who know the district, who know the business, who know the country; 
the advantages of the merger I think would have been partially 
obviated. 

Senator O’Manonery. But prior to the suggestion that he become 
the chairman of a merged board of directors, there was a suggestion 
that he be eliminated completely, was there not ? 

Mr. Burtsrreu. Not to my knowledge, but undoubtedly there may 
have been. I heard yesterday-—— 

Senator O’Manoney. You heard the testimony yesterday ? 

Mr. Biemrrev. Yes, sir. 

Mr. Burns. I will read the paragraph numbered 4 on page 3: 

An internal stockholders’ scrap, instigated by the committee, would play 
right into the hands of the public power forces and would bring about the demise 
of private power in western Washington, if not in the whole State, quicker than 
anything else that could be done. Such a scrap would be bound to have a bad 
effect on the whole private utility industry just when it is achieving its proper 
place in the overall picture under the more favorable power policies of the Eisen- 
hower administration. 

It should be appreciated that Governor Langlie, who is close to the Eisenhower 
administration, is carrying the torch for the Idaho Power Co.’s proposed develop- 
ments on the Snake River. Governor Langlie does not want a merger and any 
attempt to cram one down his throat could well result in alienating his support, 
which would be a great loss to the cause of private power. 

$y attacking Puget’s directors, the committee would be destroying their own 
investment and cutting their own throats, as well as those of the other Puget 
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stockholders—it would be a suicidal act. There positively exists no basis what- 
soever for a move to oust Puget’s directors. Such a move would have to be 
dictated by motives other than the welfare of Puget stockholders, such as the 
anticipated profits to be obtained from financing the merger, promises as to 
financing plums by other companies, and the application of pressures by Ebasco 
Services, and the like. Investment banking and brokerage houses have much 
to lose and nothing to gain from an attempted ouster of company directors in the 
face of the record that has been made on behalf of Puget stockholders. Such 
financial firms cannot afford to have their reputations tarnished. 

Any attempted ouster of Puget’s directors would terrifically boomerang to the 
detriment of the company in western Washington, would stir up a hornet’s nest of 
indignation and resentment, and provoke the crushing wrath of public opinion. 
It would give the public agencies an excuse to activate their condemnation cases, 
and to otherwise harass and victimize private power, and would provide a field 
day for the Democrats. It could well result in reprisals and retaliatory acts 
against WWP. From every standpoint such a move would be injurious and 
destructive to stockholders, and it is the last thing which should happen from 
the standpoint of the utility industry. The stockholders committee should drop 
their fight right now. Common sense and good judgment should prevail. 


Had you already joined the committee at the time you received this 
letter ? 

Mr. Buerretrev. I believe we had—no, we had not joined the com- 
mittee. 

Mr. Burns. Then did you disagree with the statements of Mr. 
McLaughlin ? 

Mr. Brererrev. I certainly did not agree with them. But that is 
his opinion. I have a different opinion. It was said yesterday that 
Mr. McLaughlin was a bad manager because he did not foresee what 
happened with the PUD’s. That is not bad management. It hap- 
pened to be wrong judgment. I make plenty of wrong judgments. 
I never blame a man for guessing wrong. This is a question of opin- 
ion. Hehas one opinion. I have another. 

Mr. Burns. But up to that time—and I believe you said you are still 
friendly with Mr. McLaughlin. 

Mr. Brererrev. I hope Tam still fr iendly with him. 

Mr. Burns. You had a different opinion as a matter of business 
judgment with respect to this merger ? 

Mr. Buiererrev. That is right. 

Mr. Burns. He refers here to some other motive than the stock- 
holders “such as the anticipated profits to be obtained from financing 
the merger.” 

Did you anticipate any financial gain from a business standpoint 
as distinct from the stock ownership if the merger was consummated ? 

Mr. Briererrev. We did not anticipate any gain. It turned out, as 
vou know, that in a minor or major way, whichever you want to look 
at it, but that came as a windfall. We had nothing to do with any 
issuance—incidentally I disagree with this that they would make 
money out of this other than they would have made normally because 
the financing has to be done whether Puget builds the new dams or 
whether Washington Water Power builds the new dams or whether 
they jointly built the new dams. But I will naturally admit if Ebasco 
would be the adviser there would have been a certain benefit, but if it 
was not Ebasco, then it was Stone & Webster. Stone & Webster is 
the adviser of Puget. It is just a question of names. 

Mr. Burns. W ell, did your firm obtain any fees in connection with 
financing matters from W ashington Water Power? 
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Mr. Bieisrrev. We received a fee from Allen & Co. which was 
unsolicited on our part and came as a complete surprise and which 
Allen & Co., who received a fee for placing securities, I believe $25 
million, and they gave us out of their own free will without any 
solicitation on our part a part of their fee which they termed a finder’ s 
fee because they originally came into the picture through our efforts. 
Mr. Winters went out West and studied the situation and acquainted 
them with the circumstances and the future there. They went into 
this picture and I think this was just a gesture to show their apprecia- 
tion tous. We performed no services be syond the original introducing 
of the whole picture to them in this particular matter. 

Mr. Burns. In exhibit 64, which is a memorandum of Mr. Winters, 
dated March 5, 1953, this statement was made 

Mr. Robinson then indicated that he understood all this and that Stone, Web- 
ster, Kidder, Peabody had arrived on the scene at Puget’s behest and that he, 
Robinson, would certainly see to it that the services of our group would Il 
recognized and our interests protected. 

Do you know what Mr. Winters was referring to there? 

Mr. Biewrrec. I think what he meant to imply there was these 
people who were in the underwriting business would get some of the 
business which otherwise would go to Kidder, Peabody and Stone & 
Webster, as he said. 

He figured that Union Securities and Allen Co., who were under- 
writers and subscribers, would get their share of it. As I say, we are 
not underwriters, nor are we retailers of securities. Incidentally, 
might say that at that particular moment Mr. Robinson made a very 
good deal, getting the loan at a very low rate, and if he had not done 
it that very day, the next day there would have been a charge; Mon- 
tuna Securities paid a substantially higher rate of interest than he 
obtained, and that was either very zood judgment or very good luck. 

But the fact remains—also the fee I believe was only one-half of 
1 percent by negotiated dealing, while Montana, on competitive deal! 
ing, had to pay 1 percent. Just a few days after that—— 

Senator O’Manoney. Any further questions, Mr. Burns? 

Mr. Burns. That is all I have. 

Senator O’Manonry. You are ready to excuse the witness. 

Mr. Burns. Yes. 

Senator O’Manonry. The committee will now take a recess until 
2 o'clock. In the meantime, Mr. Bleibtreu, you are excused. 

Mr. Buerrrev. Thank you very much. May I thank you for your 
courtesy ¢ 

Senator O’Manonry. Thank you. 

(Whereupon, at 1 p. m., the committee recessed, to reconvene at 
2 p. m. of the same day.) 

Senator O’Manonry. The committee is in session. Mr. Burns, are 
you re: ady to proceed ¢ 
Mr. Burns. Yes, sir; Mr. Chairman. 

The first witness will be Mr. Frank McLaughlin. 

Senator O’Manonry. Mr. McLaughlin. 

We have heard your name around here many times, sir. 

Mr. McLavenurn. Yes, sir. 

Senator O’Manonery. Now, we are glad to see you in the flesh. 
Mr. McLaveutirn. Thank you, Senator. 
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Senator O’Manonry. Your attorney is taking a chair beside you. 
Will you give your name to the re porter, please, “Mr. Attorne vy? 

Mr. BERMAN. My name is Alfred Berman, of the firm of Guggen- 
heimer & Untermyer, Washington, D. C. 

Senator O’Manonry. You really ought to give the address. The 
| ‘ntermyer firm, of course, is known all over the country, but, for the 
record, let us get the address in. 

Mr. Berman. 30 Pine Street, New York, and Ring Building, Wash- 
ington, D. C. 

Senator O’Manoney. Mr. McLaughlin, you have not been sworn? 

Mr. McLavuenuin. No, sir. 

Senator O’Manonry. Do you solemnly swear that the evidence you 
re about to give in this hearing will be the truth, the whole truth, and 
othing but the truth, so help you God ¢ 

Mr. McLaveuurn. I do, sir. 

Senator O’Manoney. Thank you, Mr. McLaughlin. 


TESTIMONY OF FRANK McLAUGHLIN, PRESIDENT, PUGET SOUND 
POWER & LIGHT CO., SEATTLE, WASH. ; ACCOMPANIED BY ALFRED 
BERMAN, OF GUGGENHEIMER & UNTERMYER, WASHINGTON, 
D. C. 


Mr. Burns. Are you the president of the Puget Sound Power & 
Light Co. ¢ 

Mr. McLaveuuin. Yes, sir. 

Mr. Burns. Where is its principal office ? 

Mr. McLaveuttn. Seattle, Wash. 

Mr. Burns. And how long have you been associated with that com- 
pany ¢ 

Mr. McLaveutur. Since April Fool’s Day, 1931. 

Mr. Burns. How long have you been president ? 

Mr. MeLaveniin. That same period. 

Mr. Burns. Were you in the public or private utility business prior 
to that date ? 

Mr. McLaveu in. Yes, sir. 

Mr. Burns. For how long? 

Mr. McLaveutin. Well, oe it is 42 years to the pres- 
ent. My experience covered being in Pawtucket and Woonsocket, 
R. I., various parts of Texas, Louisiana, Virginia, and Nebraska, and 
nto Wyoming with the Stone-Webster firm at that time, and various 
companies it managed. 

Senator O’Manoney. What position did you occupy immediately 
prior to assuming the presidency of Puget Sound ? 

Mr. McLaveuttn. IT was operating executive of the Stone-Webster 
Service Corp. at 49 Federal Street, Boston, Mass., with jurisdiction 
over properties in Texas, Virginia, Nebraska, and Louisiana. 

Senator OManonery. Are you a professional engineer ? 

Mr. McLavenstin. No, sir. I am not a graduate engineer, but I 
took extension courses at Bryan University, and then picked up a 
vood deal of the engineering field as I have gone along, my first op- 
erating job being that of superintendent i in El Paso. Tex. 

“Mr. Burns. I would like to have marked as “Exhibit No. 68,” a 

cument which is entitled, “To the Stockholders of the Washington 
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Water Power Co. about our proposal to Puget Sound Power & Light 
Co. dy 

Will you mark that? 

(The document referred to was marked “Exhibit No. 68,” and will 
be found in the files of the subcommittee. ) 

Mr. Burns. Did you see copies of the text of this document in the 
State of Washington some time in October of 1952? 

Mr. McLavucuuin. Yes, sir; I believe I did, without comparing it 
word for word. It has that appearance. 

Mr. Burns. Over on the right-hand side of this document there 
appears to be a letter dated October 9, 1952, to the president and di- 
rectors of the Puget Sound Power & Light Co.., Seattle, Wash., from 
the Washington Water Power Co. Did you receive such a letter from 
the Washington Water Power Co.? 

Mr. McLaveuuin. Yes, sir; to the best of my recollection we did. 
It was preceded by a telegram, as I recall it. 

Mr. Burns. Under what circumstances did you see the text of what 
appears on this exhibit and in what form did you see it ? 

Mr. McLaven.in. I am not quite clear just what you mean, Mr. 
Burns, 

Mr. Burns. This is a copy that we have made, and I would like to 
know whether you saw it in the newspapers, or in any other form. | 
do not know whether you saw it in the form we have it. 

Mr. McLaveu.in. Yes, I saw it in newspaper form. I happened 
to be in New York at the ‘time, and the original letter was sent on to 
me, which is quoted, I presume, here accurately. It was sent on to me 
by teletype. 

Mr. Burns. Do you know how long after you received the Jetter 
that you saw an advertisement which included the letter to you? 

Mr. McLaveuuin. Well, it was simultaneously—I am not sure, of 
course. I say it was at least simultaneously. I am not sure that I 
did not see any advertisement before actually I personally saw the 
letter. 

Mr. Burns. You are not sure? 

Mr. McLaveutrn. In a New York paper. 

Mr. Burns. What is the position of the management of Puget 
Sound with respect to this merger which is referred to in this 
document ? 

Mr. McLaveuuin. Well, following the committee’s letter of July 20 
and our letter of July 28, I had been putting together certain material 
as to the company’s position. 

Senator O’Manoney. When you refer to the “committee,” Mr. 
McLaughlin—— 

Mr. McLaveutn. I beg pardon ? 

Senator O’Manonry. When you refer to the “committee,” what 
committee did you mean ? 

Mr. McLavenurn. The stockholders committee. 

Senator O’Manonry. Yes. 

Mr. McLavenin. Yes, sir. <A letter of July 20, and as I say, to 
set forth the company’s position on the merger issue, and to keep the 
record straight, for the purpose of presenting this material to stock- 
holders, as we said in our letter of July 28, that we were going to 
advise them of the misleading information and the vital omissions, 
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and so forth, contained in their letter of July 20, and I would like 
very much to refer to this material as we proceed, as the occasion 
It quir es. 

In other words, I think it will expedite matters. 

Senator O’Manoney. That will be satisfactory. 

Mr. McLaveuuin. If I may do so. 

Senator O’Manonery. That is altogether satisfactor y: 

Mr. McLaveutrn. I would say, Mr. Burns, in answer to your 
question, that if one sticks to facts and ignores fiction and realistic ally 
and objectively appraises the situation, I feel that he is bound to 
conclude that an effective case for a Pi get- Washington Water Power 
merger cannot be made under present conditions, from the standpoint 
of benefit to Puget stockholders, customers, or employees. 

One basic consideration which these merger advocates overlook, 
and it has been very apparent at this hearing, is that we in America 
live in a free-choice society, in which the people make their own 
decisions. 

[In other words, it is the people themselves, through their duly elected 
ollicials, who make the decisions, provide the climate and determine 
the destiny of a public utility. 

Therefore, to profitably and successfully operate for the benefit 
of stockholders, a utility must have the good will, confidence, and 
support of the people that it serves. 

[n view of the widespread opposition which the 1953 proposal 
engendered and the underlying causes of such opposition which, 
ncidentally, exist today in even greater extent, it seems to me that a 
merger cannot presently be other than an ill-fated venture. 

In 1953 3, after weighing the alternative of a merger with Washington 
Water Power or sale to the public utility districts, the people in 
Puget’s service area made it clear in numerous ways that they desired 
to have Puget remain in business on its own. 

Since then, we certainly feel that our stockholders are better off 
by management following a course of action which the people widely 
endorse and support, than by being a party to cramming down the 
throats of the people something which they have already definitely 
indicated that they do not want. 

Now, we are dedicated to the concept that public service is a public 
trust, W vhich must be preserved in the best interests of all concerned. 
It has taken many years of relentless struggle and vigorous effort to 
get Puget possessed of the strong and widespread public sup- 
port it has today, and to establish the cooperative and constructive 
relationship which now exists with Puget’s Febiie agency neighbors. 

The positive results of the company’s vast aly improved outlook are 
reflected in increased earnings, dividends, and the market price of its 
stock. 

Senator O’Manoney. When you speak of the “public agency neigh- 
bors,” what do you mean, orecisely ? 

Mr. McLavenu. W ell, I mean, Senator, the Seattle Municipal 
System, the Tacoma Municipal System, the Snohomish Public Dis- 
trict—there are a lot of Indian names up there—and the Chelan Public 
Utility District. We have at the present time, if I may disgress a 
minute, whereas in the past these public agencies and ourselves were 
at odds and carrying on more or less continuous conflict and being 
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embroiled in turmoil and strife, today we have a cooperative program 
under this council setup whereby—take the efforts that previously 
were dissipated in conflict ; we devote them to securing for the Puget 
Sound Cascade region an adequate power supply at the lowest possible 
cost. 

Senator O’Manoney. Would it be proper to say that you have a 
nonaggression pact with these public agencies now to develop and 
distribute power for the benefit of the consumers? 

Mr. ice 1GHLIN. I would say so, Senator, yes. 

It became apparent, particularly in 1953, that the people of western 
Washington were fed up with the continuous controversy and strife 
between utilities, which was not only causing chronic power shortages 
but retarding the development of the area. And, of course, you can 
go just so far in carrying on these bloody fights at the expense of the 
public before the public says, “Well, now, you have got to call a halt.” 

We feel that is what happened. And the Puget Sound Utilities 
Council is a very enlightened and soundly premised approach, we feel, 
to the utility problem and also the major problem of the overall devel- 
opment of the Puget Sound Cascade region. 

To get back to my statement, I was going to say that I cannot con- 
ceive of anyone having the best interests of the Puget stockholders at 
heart, jeopardizing such a favorable situation as I have just previously 
mentioned. 

In Puget’s 1954 report to stockholders, we stated that the company 
is stronger today than ever before, and is possessed of excellent future 
growth, earnings and dividend prospects, was never in better shape to 
translate these | prospects into realities for stockholders, to maintain 
good electric service at reasonable rates, to bring about greater cus- 
tomer benefits through increased use of electricity, to attract the large 
sums of additional c apital estimated to be required to meet the rapidly 
increasing needs of a territory rich in promise of future growth, and 
to play a vital role in the upbuilding and development. of the area. 

We also stated that we were moving full speed ahead in all phases 
of the company’s operations with dy: namic, forward-looking plans. 

We further menitioned that to assist us in planning for the attain- 
ment of our future objectives and to obtain an independent and im- 
partial analysis of past and present operations, we had a general sur- 
vey made in 1954 by the well-known firm, management consults ants, of 
Booz, Allen & Hamilton. The following is taken from their letter of 
transmittal in their report: 

For approximately the past 20 years the company has been engaged in an all- 
out struggle for survival. The trend of public ownership of electric utilities in 
the Pacific Northwest has forced management to plan realistically, to prevent 
loss of stockholders’ investment due to the activities of public agencies; to pro- 
tect the interests of the stockholders, the company had to be kept in shape to be 
liquidated profitably or for continued operation. The objectives and policy 
which management adopted and followed during this difficult period were aimed 


at securing fair treatment to the shareholders, regardless of which way the tide 
turned. 

Since Puget became an independent operating company in 1943, excellent 
earnings have been achieved, sound dividend policy consistent with the best 
interests of the stockholders has been followed, a strong capital structure has 
been built, the book and market values of its common stock have significantly 
increased, and prices well above book values have been obtained for properties 
taken over by public power. 
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In the face of reduced revenues from the loss of property to public agencies, 
the company’s operations have been conducted in a manner that has increased net 
earnings. This has resulted from an outstanding job in reducing costs. 

Meanwhile, competitively low electric rates have been maintained. Notwith- 
standing substantially higher taxes, wages, and material costs, electric rates 
have not been increased. 

That is a fact in the 25 years that I have been there. 


The present operating requirements of the company are being carried out 


with a minimum of personnel. There are no surplus employees on Puget’s 
payroll, 


The company system has been maintained in good operating condition and 
essential construction required by growth has been kept coming. 

In view of the adverse circumstances which prevailed in the past, the fact 
that the company was in a sound financial and operating shape reflects an ex- 
tremely effective management job in guiding the affairs of the company. 

Looking ahead, the future existence of the company now seems assured and 
management has new plans aimed at continued growth and stability. 

Now, we believe that the record of the company offers convincing 
proof that management has earnestly endeavored to serve the best 
interests of Puget stockholders, and in doing so has followed an open- 
door policy. The acid test as to management’s acts has been, and will 
continue to be: Is it in the best interests of the Puget stockholders 
under existing conditions? And we want to emphasize that this test 
applies as much in the case of a merger as to any other decision. As a 
matter of fact, we stated in our 1952 report to our stockholders that 
Puget was obligated to fully explore the potentialities of a merger, 
the end result of which was the 1953 merger agreement. 

[t was amply demonstrated in 1953 that there is a tremendous dif- 
ference between a merger on paper and as an accomplished fact. 
Therefore, in any current appraisal as to the feasibility of a merger, 
the following are considered as basic prerequisites, 

First, the terms must be attractive to Puget’s stockholders. 

Second, there must exist assurance that a merger can be consum- 
mated. 

And, three, if the merger is to be effected through an exchange of 
stock, it must be demonstrated that Puget’s stockholders will be better 
off with a merged company than by Puget’ s continuation as an inde- 
pendent entity. 

As previously indicated, in 1953 there was a marked change in the 
basic factors which shaped the company’s destiny, and a signific ant 
manifestation that the people in the company’s service area wanted it 
to remain in business. 

Now, this is further confirmed by the substantial progress that has 
been made since 1953. It is also borne out by the following, which 
is quoted from a summary report on public attitude about power and 
the Puget Sound Power & Light Co. in western Washington. This 


survey was made for the company by Elmo Roper & Associates in 
late 1954, and I quote: 


There is an abundant feeling that the company has done a first-rate job of 
meeting the needs of the people and given this record of performance, a majority 
of the people reject any other alternative. 

On the matter of service rates, good neighborliness, and the desire to keep the 
company in operation, Puget comes off very well, indeed. 

It is not overstating results to say that Puget has done an important job in 
restoring confidence in private utility service and in giving the people it serves 
ciuse for expression of a job well done. This is especially apparent when peo- 
ple are asked their preference between a local private utility and a larger merged 
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private utility. By a 7 to 1 margin people say they prefer a local electric com- 
pany to a large one. 

Similar results emerged when people are asked about the proposed merger 
between Washington Water Power Co. and the Puget Sound Power . Light Co. 
Among people who have heard about the merger proposal, there is opposition to 
the plan by roughly the same margin. 

Senator O’Manonry. You were quoting from 

Mr. McLavuenuurn. The Roper survey. 

Senator O’Manonry. The Roper survey. 

Mr. McLavueuurn. That is right, Senator. 

In the light of the 1953 merger experience and its present-day ef 
fect, we feel that no responsible group would attempt to resurrect a 
Puget-Washington Water Power merger when it is obvious that the 
aforementioned merger prerequisites cannot now be met, and Puget 
is bound to be adversely affected. 

Therefore, we feel that this so-called stockholders committee is act- 
ing in utter disregard of the best interests of Puget stockholders. 

Mr. Burns. Did your company send out a letter to stockholders 
dated July 28, 1955, which bears exhibit No. 33 ? 

Mr. McLaveuuin. Yes, sir. 

Mr. Burns. In that letter the statement is made: 

We feel you should know that in our opinion the letter of this minority group 
is gravely misleading in many important respects and omits much vital in- 
formation. 

To what were you referring when you say that the letter of “this 
minority group is gravely misle ading in many important respects”? 

Mr. McLaveuun. Well, there are a number of serious misstate- 
ments in the committee’s letter. 

Mr. Burns. You mean the stockholders committee ? 

Mr. McLavenurn. Yes; the stockholders committee letter of July 
20 which should be corrected, and omissions of importance which 
should be pointed out. The committee said, “stockholders will get,” 
and I quote, “a continuing investment in the growing Northwest.” 

Now by inference and innuendo the committee suggests under this 
heading that the only way that Puget stockholders could be sure of 
having a continuing investment in “the growth of the Northwest is 
to have a merger. Now this is in the realm of fantastic, because our 
stockholders are well aware that the growth of the territory served 
by Puget has been impressive. 

During the 10 years ending 1950 the population of the company 
service area increased 61.2 percent as compared with increases of 37 
percent for the State of Washington as a whole; 33.9 percent for 
the Pacific Northwest; and 14.5 percent for the entire United States. 

And in a comprehensive report entitled “Power Program for the 
Puget Sound-Cascade Region,” which Senator O’Mahoney has before 
him, this is in March 195 5, the consulting engineer for the Puget Sound 
Utilities Council pointed out that the territory served by the com- 
pany is experiencing a rate of population g growth far in excess of the 
rate of growth of the Puget Sound-C ascade region, as a whole, which 
in turn has led the Pacific Northwest. 

Senator O’Manoney. Mr. McLaughlin, in the interest of expeditious 
proceeding, would it not be possible for you to answer the questions 
of Mr. Burns in briefer form, rather than reading these statements! 
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It looks to me as though you have several statements there that you 
want to make. 

Mr. McLaveuuin. Yes; I will try my best. As I said, this is what 
[ prepared for the stockholders of Puget in answer to the misleading 
statements that were made in the letter. 

Senator O’Manoney. I understand, but it is after a quarter of 3 now, 
and we are hoping to finish this hearing by 5 o’clock. You can enter 
any statement that you want to make in the record, but for the purpose 
of expediting the hearing, I suggest that you give summaries of your 
position in response to the questions. 

Mr. Berman. Might I ask this, Senator? The company filed with 
the Securities and Exchange Commission an 18-page list of the state- 
ments and misstatements and inaccuracies we claim are set forth in 
the letter of the so-called stockholders committee. Would it expe- 
dite this matter if we furnished to Mr. Burns a copy of that list of 
all misstatements ¢ 

Senator O’Manonry. I think that it would. 

Mr. Berman. For inclusion in the record, because this is a rather 
technical subject and it is not easy to answer very briefly. I think 
that might expedite it, if you would prefer to take that. 

Senator O’Manonry. I think that it would be helpful and save a 
lot of time. 

Mr. Berman. Is there some part of this that you would like to 
emphasize without dwelling on it? 

Mr. McLavueuuin. I just say this, that it is obvious, I mean the 
stockholders would get a continuing investment that they have already 
got—I mean, in our area, which is the fastest growing area in the 
region, in the Pacific Northwest. And the committee also asserted 
that they could build load safely and aggressively. And in connection 
therewith, the most striking thing, I believe, is the committee’s omis- 
sion of any information whatsoever as to power costs. And it is very 
essential, of course, to determine, in other words, the committee said 
that the merger would provide an immediate solution to the long- 
range power-supply problem in a way that would be highly bene- 
ficial to stockholders in terms of early increases in earnings and divi- 
dends, but they give no costs as to the power to be developed from 
thes various projects; and then these figures as to the future capacity 
are woefully inaccurate. 

We have 140,000 kilowatts in the Baker River project alone, which 
has only 42,000 in the stockholder committee letter, then on the projects 
that they said where power was to be available for Washington Water 
Power, so far as we know, the economic feasibility of those projects 
has not yet been determined. They are 400 miles from Seattle. 
Naturally, the cost of transmission is a serious factor. It has to be 
taken into consideration. 

Yet to be determined is this whole matter of the cost of power in 
Puget’s service area, under the program as advocated by the stock- 
holders committee in its letter. 

Senator O’Manonry. You were at one time willing to merge, were 
you not? 

Mr. McLaveutin. Yes, in 1952 or 1953. 

Senator O’Manoney. How long was that your attitude? 
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Mr. McLaveuttin. It was our attitude, Senator, from the first of 
the year—well, the last of the year, I will say, 1952, until November 
1953. 

Senator O’Manoney. In fact, you made an offer or gave or an 
nounced your willingness to merge under an offer that would termi 
nate at a given date, did you not? 

Mr. McLaveuti. That is right, sir. 

Senator O’Manoney. And when the termination date arrived, you 
refused to extend it. 

Mr. McLaveuuin. Well, Senator, the original period, that is, the 
merger term, had an ex piration date of July 30, I believe it was, 1953, 
and that was extended to November 19. 

Senator O’Manoney. But you declined to extend after November 
1953 : 

Mr. McLavcutitin. Yes, sir. 

Senator O’Manonry. What changed your attitude? Once you 
were for a merger and then again you were against it? 

Mr. McLaventrn. Because the merger had engendered widespread 
opposition. In other words—— 

Senator O’Manonry. Opposition from what source? 

Mr. McLaveuurn. Well, from all sources. The merger was opposed 
by 2 United States Senators, by 4 western Washington Congressmen, 
by the State federation of labor, by the A. F. of Fy by the C. 1. O., by 
the Grange, by the public utility districts, by certain chambers of 
commerce, and various other groups, and also a number like these 
organizations, like the State federation of labor and the Grange, 
and these public utility districts intervened in the merger hearings 
before the Washington State Commission. And immediately that the 
Washington Commission handed down its decision approving the 
merger, or shortly thereafter, these intervening groups filed a peti- 
tion for a rehearing which was denied. And then they took it into 
the superior court of Thurston County, that is, the intervenors did, 
and got a writ of review. 

Senator O’Manonry. Against whom ? 

Mr. McLaventurn. Against the Commission’s decision, which meant 
that the Commission’s decision had not in any sense become final. In 
other words, as they alleged in their letter, they tried to impugn the 
integrity of management, “because man: 1gement did not submit to stock- 
holde rs this proposal of the merger. 

Senator O’Manonry. Do I understand you to mean that the deci- 
sion of the State commission approving the proposed merger was 
upset in the courts? 

Mr. McLaveutrn. It was taken into court. 

Senator O’Manoney. And upset ? 

Mr. McLaveutin. Well, yes; to the extent that the court had is- 
sued a writ of review. And then it would, the particular issue as to 
whether or not the Commission had properly decided, have to go to 
the Supreme Court of the State of Washington. 

Senator O’Manonry. Was it taken to the upper court? 

Mr. McLaveutin. No, sir; because in the meantime, realizing that 
all of this tremendous opposition existed and that it would take 
years—and then another facet of the picture is that the merger also 
had to be approved by the Federal Power Commission and the public 
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utility districts, and the State federation of labor—these principal 
ntervenors had stated that in the event the Federal Power Commis- 
sion ruled favorably on the merger that they proposed to take it to 
the highest court of the land. 

Senator O’Manonry. Who were “they 

Mr. McLaveutrn. These intervenors. 

Senator O’Manoney. Yes. 

Mr. McLaveuuin. The five public utility districts. 

Senator O’Manonry. What is the status of the commission’s order 
ow ¢ 

Mr. McLaveutr. Well, it is dead, I mean 

Senator O’Manoney. It never matured because of this legal action; 

that right ? 

Mr. McLaventin. Yes, sir; it was really—I mean, it was strangled 
to death, Senator, by opposition and litigation. 

Senator O’Manonry. At least there was no bloodletting about it. 

Mr. McLaveuturn. No, sir; no, sir; no, sir. 

Senator O’Manonry. Now what was the financial condition of your 
ompany at the time you approved the merger ¢ 

Mr. McLavenurn. Well, it was not nearly as good as it is at the 
present time, for the year 1952 

Senator O’Manonry. Was it a successful, independent operation 
or not? 

Mr. McLaveuurn. Oh, yes; that is, in a relative degree. Of course, 
e were menaced by the 12 existing public utility districts and mu- 
nicipal condemnation actions. In other words 

Senator O’Manoney. Are you still menaced by that ? 

Mr. McLavucuuin. Well, we have been—since this dawn of a new 
lay, we have an improved outlook for the future—we have been suc- 

ssful in having 7 of the 12 condemnation cases dismissed, but 5 of 
hem are on the premise that Puget continues in business. Anything 
se that happens to Puget—— 

Senator O’Manoney. What is the status of your company now 
from the point of view of a profitable, independent enterprise ? 

Mr. McLaueuirn. Well, we are doing, I think, very well, Senator; 
for the 12 months ending Algust 31, we earned $9. 20 a share, which 
compares with $2.05 for 1954; $1.85 for 1953, and $1.50 for 1952. 
And the market price of our stock from yesterday’s report is $40.50, 
ind in 1954 its high was 3254, and for 1953 it was 2334. 

Senator O’Manoney. From the point of view of customers, do you 
lave more or fewer customers now than you had then? 

Mr. McLavenin. Well, taking and adjusting, of course, we lost a 
substantial portion of property ; that is, the city of Seattle competitive 
area properties were disposed of to the city of Seattle in 1951, and 
previous to that we had lost certain fringe property to public utility 
districts, and to the Snohomish Public Utility District. 

Senator O’Manonry. What is your relation now with the public 
utility districts ? 

Mr. McLaveuurn. Well, in this Puget Sound Utilities Council, 
those that are involved there in that setup, our relationship is one of 
cooperation. : 

Senator O’Manoney. What is the Public Utilities Council ? 

Mr. McLavexuurn. Well, it is a voluntary setup, Senator. It is 
composed of Seattle anid Tacoma municipal systems, Chelan and 
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Snohomish PUDs—two public utilities districts—and Puget. In 
other words, it is the utilities. 

Senator O’Manionry. You mentioned the city of Tacoma when you 
first started. 

Mr. McLaveutrn. Yes, sir. 

Senator O’Manonry. The city of Tacoma, the muncipal plant or 
the enterprise, is it included in this council ? 

Mr. McLavenurn. Yes, sir; oh, yes. 

Senator O’Manonry. So you have the 2, Seattle and Tacoma, 
and you have 2 PUD’s, and you have the Puget Sound ? 

Mr. McLavenrin. That is right; yes, sir. 

Senator O’Manonry. All associ iated 3 in this utility council? 

Mr. McLaveunurn. Yes, sir. 

Senator O’Manoney. Are we to understand that that means that 
the public power units and Puget Sound have reached a general agree- 
ment with respect to operations in this area that the five of. you 
serve ? 

Mr. McLaveuurn. I would say so, yes, sir. In other words, we 
have 

Senator O’Manonry. The warfare between Puget and the public 
utilities and the municipal ownerships has now come to an end; is 
that right ¢ 

Mr. McLavenuttn. Especially as respects these public agencies that 
are in the council. 

Senator O’Manoney. That is what I am talking about. 

Mr. McLavcuutn. Yes, sir; yes, sir, it has come to an end. And 
instead of using the hatchet as formerly, and the knife, to cut throats, 
now our efforts are dedicated to working out the best program that 
will furnish western Washington with adequate power at the lowest 
possible cost. 

Senator O’Manonery. And what is the outlook for your company ? 

Mr. McLavcuurn. I think the outlook is excellent, Senator. 

Senator O’Manoney. For expansion and additional customers: 
better business ? 

Mr. McLavueutin. Yes, sir. 

We have been expanding at a very substantial rate during the past 
few years—I mean since 1953. 

Senator O’Manonry. Were you ever invited, that is, Puget, to 
join any other merger than the merger with Washington? 

Mr. McLaveuurn. No, sir. 

Senator O’Manonry. Were you ever invited to become a member of 
this Pacific Northwest which has been mentioned here? 

Mr. McLaveuur. No, sir. 

Senator O’Manonry. You were never sought to be brought into 
that combination ? 

Mr. McLavueuurw. No, sir. 

Senator O’Manonry. Any other merger of any kind? 

Mr. McLaveutin. No, sir. 

Senator O’Manoney. Do you know about this Pacific Northwest 
Power Co.? 

Mr. McLavueuurn. All I know is its general program 

Senator O’Manoney. It is a new 





fe 


t, to 


er of 


into 


west 


STUDY OF THE ANTITRUST LAWS 2163 


Mr. McLaveuurn (continuing). Which I am informed about 
through the press, that is, what they have in mind in the way of 
power development. 

Senator O’Manoney. Do you know the constituent companies that 
joined that merger ? 

Mr. McLaueuuin. Yes, sir. 

Senator O’Manoney. What are they ? 

Mr. McLaven.tn. Well, there is the Washington Water Power, 
Pacific Power & Light, Portland General Electric, and Montana 
Power Co. 

Senator O’Manonry. Do you know whether or not those companies 
were ever part of the Electric Bond & Share system ? 

Mr. McLaveutin. Well, all of them, I believe, were, with the 
exception of the Portland General Electric Co. 

Senator O’Manonry. Were you ever a member of the Electric Bond 
& Share system ? 

Mr. McLaventry. No, sir. 

Senator O’Manonry. You never were? 

Mr. McLaveu.in. No, sir. 

Senator O’Manonery. Were you ever asked to become a member? 

Mr. McLaveuuin. No, sir. 

Senator O’Manoney. And the only—— 

Mr. McLaveuuin. Only through a back-door arrangement, like ¢ 
merger. 

Senator O’Manonry. Well, this is the only merger? 

Mr. McLavcuuin. I mean this Puget merger, yes 

Senator O’Manoney. You consider the merger with Washington 
Water Power as a back-door association with Electric Bond & Share 
system; is that what you mean? 

Mr. McLaueutn. Yes, I would assume that to be a natural conclu- 
sion. 

Senator O’Manonry. Mr. Burns, have you any other questions? 

Mr. Burns. No, sir. 

Mr. Berman. May I say 1 word or 2 on the question, on 1 question? 

Senator O’Manoney. I intervened in order to cut this short, you 
know. 

Mr. Berman. You had asked during the hearings repeatedly about 
this question of: Is Puget stock concentrated in the E ast, as these 
witnesses have said. 

Senator O’Manoney. You are asking permission to testify with 
respect to facts. That being the case, I will ask you to be sworn. 

Mr. Berman. I was not going to—I was going to ask if you would 
allow Mr. McLaughlin to furnish some information on that subject, 
because you had shown an indication that you would like something. 
I am willing to be sworn, however, if that will expedite anything, 
but I think that Mr. Me ‘Laughlin 

Senator O’Manoney. Mr. McLaughlin, you are under oath. You 
heard the question of your counsel, did you? 

Mr. McLaveutin. Yes, sir. 

Senator O’Manoney. Will you answer it? 

Mr. McLavueuurn. For your information, Senator, and for the in- 
formation of counsel, apparently there has been quite a little discus- 
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sion about where the ownership of stock lies. These are just sum- 
mary figures which are made as of January 15, 1955, and it states that : 

In the State of Washington there are 34 percent—that is, as of 
that date—of the total number of stockholders living in the State of 
Washington owning 19 percent of the shares. On the west coast, 
which takes in Oregon and California and Washington, 47 percent 
of the total number of holders, and 30 percent of the shares. And 
New York, 12 percent of the holders and 35 percent of the shares. 

Senator O’Manonry. You wish the committee to understand that 
Puget Sound is essentially a Northwest utility, owned by people liv- 
ing in the Northwest ? 

Mr. McLavuenutn. Yes, sir. 

Senator O’Manonry. Very well, Mr. McLaughlin. We are very 
much indebted to you, sir. 

Mr. McLavenuin. I appreciate the opportunity, Senator. 

Senator O’Manonry. Thank you very much. You made a long trip 
to come here and testify. I hope that you have as successful a trip 
home. 

Mr. McLaveuturn. Thank you, sir. 

Mr. Berman. Thank you. 


(The following two statements were filed for the record by Mr. 
McLaughlin :) 


List oF MISSTATEMENTS AND OMISSIONS 


List of misstatements and omissions of stockholder committee letter of July 
20, 1955, in further answer to question of Joseph W. Burns, chief counsel of 
subcommittee, at page 1917 of record, furnished pursuant to understanding 
reached : 


STOCKHOLDER COMMITTEE’S MISSTATEMENTS AND OMISSIONS, LETTER OF JULY 20, 1955 


There are a number of serious misstatements in the stockholder committee’s 
letter of July 20, 1955, which should be corrected and omissions of important 
information which should be pointed out, which I will proceed to do. 


The committee said: “Stockholders will get continuing investment in the growing 
Northwest.” 

By inference and innuendo the committee suggests under this heading that the 
only way for Puget stockholders “to be sure of having a continuing investment 
in the growth of the Northwest” is to have a merger. This is in the realm of the 
fantastic because, as stockholders are well aware, the growth in the territory 
served by Puget has been impressive. During the 10 years ended 1950, the 
population of the company’s service area increased 61.2 percent; as compared 
with increases of 37 percent for the State of Washington as a whole—33.9 percent 
for the Pacific Northwest and 14.5 percent for the entire United States. 

In a comprehensive report entitled “Power Program for the Puget Sound- 
Cascade Region,” issued in March 1955, the consulting engineer for the Puget 
Sound Utilities Council pointed out that “The territory served by the com- 
pany is experiencing a rate of population growth far in excess of the rate of 
growth of the Puget Sound-Cascade region as a whole, whfch in turn, has led 
the Pacific Northwest. * * * The company is in an unusually favorable posi- 
tion to benefit from the suburbanization of industry throughout the Puget Sound 
area. The service territory includes many industrial sites on or close to tide- 
water, and a number of the smaller seaport towns. Rail service is adequate 
and there are abundant potential fresh water supplies. The rural territory is 
extensive, offering many industrial sites suitable for large industries.” 

We also feel it important that in the latest 10-year forecast made at the 
request of the Pacific Northwest Utilities Conference Committee and released 
March 26, 1954, Puget estimated its future load growth at the rate of 9 percent 
per year through 1963-64—while the corresponding estimate of WWP is only 
0.4 percent per year. 
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It seems to us that the foregoing constitutes convincing proof that Puget 
stockholders already have a continuing investment in an area rich with the 
promise of future growth and shows as fallacious and farfetched the commit- 
tee’s contention that a merger is needed for such purpose. 


The committee said: “The merged company can build load safely and aggres- 
sively.” 

The assertions of the committee under this heading are grossly misleading 
and the facts distorted. Most striking is the committee’s omission of any in- 
formation whatsoever as to power costs. It is meaningless to discuss the matter 
of power supply without relating it to costs. In the absence of power costs 
and because of the other considerations subsequently discussed, the committee’s 
representation that “a merger with Washington would provide an immediate 
solution to Puget’s long-range power supply problem in a way that would be 
highly beneficial to the stockholders in terms of early increases in earnings and 
dividends,” cannot be other than “pure fiction.” 

A most glaring example of distortion of the facts is the statement that 
Washington (WWP) has projected a total increase in dependable capacity of 
154,000 kilowatts through 1960-61, against 42,000 kilowatts for Puget.” 

As to WWP, the Mountain Sheep, Pleasant Valley, and Bruce’s Eddy projects 
accounting for 214,000 kilowatts of the WWP total “projected” increase) are 
proposed not by WWP itself, but by the Pacific Northwest Power Co. in which 
WWP has only a minority interest. So far as we know, the economic feasibility 
of these projects has not been established and they are classified as facing major 
potential problems in the fourth report of the Pacific Northwest Governors’ 
Power Policy Committee, dated November 4, 1954. Moreover all these projects 
are located in Idaho, some 400 miles from Puget’s service area, and transmitting 
arge blocks of power such distances is costly. Yet to be determined is the all- 
important question as to whether power from these projects, assuming they 
become actualities, would be competitive costwise with other sources of power 
in Puget’s service area. 

Puget is credited by the committee with having only one project “develop- 
able by 1960-61,” namely, upper Baker, shown as having a capacity of 42,000 
kilowatts. The fact is that Puget’s program contemplates the completion by 
1959 of the installation of 85,000 kilowatts at the upper Baker site which 
enables the addifion of 55,000 kilowatts of capacity in the present lower Baker 
River plant, thus making a total of 140,000 kilowatts of new generation available 
when integrated with the company’s system. Moreover, Puget has under 
active consideration a 55,000 kilowatt expansion at its White River hydroelectric 
plant, and the development of up to 85,000 more kilowatts on the Snoqualmie 
River. Also, Puget’s Shuffileton steam plant can be expanded by at least 
500,000 kilowatts when load and economie considerations justify it. The com- 
mittee further fails to mention that Puget is an active member of the Puget 
Sound Utilities Council and expects to obtain substantial amounts of power in 
the future through active participation in the council’s large-scale, long-range, 
coordinated power supply program. 

Puget has a long-range power supply problem, only in the sense common to any 
fast-growing electrie utility, namely, of continuing to provide its service area 
with adequate power at the lowest possible cost. On its own—and through the 
Puget Sound Utilities Council—the company has been and is developing and 
finalizing a program to best achieve this aforementioned objective based upon a 
complete evaluation of relevant factors and with full consideration accorded 
present and prospective sources of power supply. 

With the additional capacity from the above-stated installations on the Baker 
River and the power expected to be available from the expanded Rock Island 
hydroelectric project, certain industrial companies and the Bonneville Power 
Administration, the estimated load requirements of Puget will be met throug 
the summer of 1960. Thereafter, it is expected that Puget’s power needs will be 
satisfied through facilities installed by the utilities of the Puget Sound Utilities 
Council, or other partnership programs—the expansion of its own hydro and 
steam resources—or the utilization of atomic energy, depending upon which 
‘acilities or combination thereof results in the most economic source of power 
or the company’s service area. 


f 
i 
f 
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The committee said: “Public Service Commission approved merger” 


The material under this heading is also extremely misleading. As has been 
pointed out above, it fails to state that the Washington Public Service Commis- 
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sion order of October 16, 1953, never became final, and was tied up in litigation 
when the merger agreement expired. Also, the committe neglected to mention 
that another necessary regulatory approval—that of the Federal Power Com- 
mission—had not been obtained. 

The two excerpts taken by the committee from the commission’s findings are 
set forth out of context in such manner as to support the earlier erroneous inti- 
mations that the commission had found substantial operating economies would 
result from a merger. Pertinent contrary statements from the commission’s 
findings are carefully omitted. Thus in quoting finding No. 2, the committee 
omits the following sentence from the commission’s finding: “Without arriving 
at any dollar gain as a result of combining such diversity of resources, it is clear 
there are no power disadvantages which would arise as a result of merger con- 
summation.” The complete omission of this sentence from the quoted excerpt 
conveys the false impression that the commission’s conclusion rested on a finding 
of positive benefit, whereas, the omitted finding stated that the commission had 
not arrived “at any dollar gain.” 

The committee’s statement further fails to point out that the quotation from 
the commission’s opinion that “Washington and Puget are physically intercon- 
nected” is no longer true. The interconnection which formerly existed was a 
transmission line located in Chelan County, which transmission line WWP sold 
last June to the Chelan County Public Utility District, with the result that the 
two systems are now interconnected only through transmission lines of other 
utilities. 

From the foregoing it is obvious that no foundation exists for the committee's 
allegation that a merger with WWP would “provide an immediate solution to 
Puget’s long-range power supply problem.” 

The committee said: “Merged company will be stronger, better investment.” 

Under this heading the committee makes reference to certain conclusions as 
to the advantages of a merger “based on the most careful analysis of the situation 
by committee members * * *.” In view of the record and interests of this com- 
mittee as disclosed previously, it is suggested that the committee's “conclusions” 
be disregarded as not being entitled to your reliance. 

Also not to be relied upon is the Jackson & Moreland report. The com- 
mittee stated that an enginering firm, Jackson & Moreland, was employed by it 
“to make a complete investigation of the engineering and econdOmic merits of 
a merger.” In fact, Jackson & Moreland did not and could not make a “com- 
plete investigation” as they were denied access to the company’s properties and 
management declined to have any discussions with them about Puget’s operations 
and affairs. This position was taken by management in the interests of pre- 
venting harmful consequences to the company and its stockholders. 

The committee further states that the findings of the Jackson & Moreland 
report are in substantial agreement with “the findings of the engineering firm 
retained by the Washington Public Service Commission” with respect to alleged 
“substantial economies in operating expenses” and alleged “savings and benefits 
due to integrated power supply.” This discussion is very misleading in failing 
to disclose that the report of such engineering firm (Ford, Bacon & Davis) was 
in many respects not followed by the commission and that the commission did 
not find any net savings in expenses, or any particular power advantages in inte- 
grating the two systems beyond what are presently being accomplished under 
area pooling operations. 

As is typical of the whole matter, the bald assertion that a “merged company 
will be stronger, better investment” is wholly unsupported by proof. In view 
of the strong and widespread antimerger sentiment in western Washington and 
other important considerations, we feel that this contention cannot possibly 
be possessed of validity. Anyone so inclined, as in the case of the committee, 
can of course claim that a merger would effect substantial operating economies 
and savings with respect to power supply. It is something else again to prove 
that such claims can be realized in the case of two companies—the principal 
service areas of which are some 300 miles apart and separated not only by dis- 
tance but by the Cascade Mountains, and with the intervening territory prac- 
tically all being served by public utility districts. Puget has independent engi- 
neering advice that there would be no such merger savings and benefits as the 
committee alleges. 
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Pucet Sounp Power & Licut Co.—SpectaL MEETING OF STOCKHOLDERS, OcTOBER 
20, 1955, Boston, MAss. 


STATEMENT OF PRESIDENT FRANK MCLAUGHLIN 


We are, of course, most appreciative of your presence at this meeting and also 
very thankful to the many thousands of stockholders who, for one reason or 
another, were unable to be with us but sent in their proxies, thus accomplishing 
the reelection of the present directors, treasurer, and clerk, the ratification of 
the selection of an auditor, and the adoption of all proposals set forth in the 
notice of meeting and proxy statement. In excess of 88 percent of the outstand- 
ing stock has been voted in favor of the reelection of the present board of direc- 
tors, which is practically all the shares represented at the meeting. This is the 
highest percentage of shares voted for the election of directors in any year since 
the common stock became publicly held in 1943. Such a splendid expression of 
confidence is most gratifying and encouraging to your management. It also 
pleases us no end that in our home State where 33 percent of our stockholders 
live and know us well from day-to-day contacts, our records show that over 95 
pereent of the total shares held by residents of the State of Washington were 
represented by favorable proxies sent to the management. 

Since Puget’s last stockholders’ meeting in March 1953, in accordance with 
long-established policy, we have endeavored by means of frequent communica- 
tions, annual reports, and the like, to have stockholders well informed and 
possessed of the essential facts as to their company. We have also done our 
utmost to keep the record straight and to realistically appraise for stockholders 
Puget’s situation and outlook on the basis of the then current conditions. 

Consistent with such policy, I now propose to discuss the following: First, a 
brief summary of the developments of major importance which have occurred 
since our August 1, 1955, letter to stockholders, and, second, management’s 
objectives and a quick look at the record. 


{1 brief summary of the developments of major importance which have occurred 
since our August 1, 1955, letter to stockholders 

(a) Increased earnings and dividends.—As you are aware from the quarterly 
letters sent you, and other media, the company’s earnings so far this year have 
been good—the best in its history. For the 12 months ended Augyst 31, 1955, 
Puget earned $4,828,451, which is equal to $2.22 per share on the number of 
shares outstanding before giving effect to the 50 percent stock distribution—the 
additional shares for which you authorized today. This compares with $4,- 
210,377 or $1.93 per share for the corresponding period of the previous year. 

Stockholders have recently been informed that based upon a continuation of 
favorable earnings, an increase in dividends was contemplated. In keeping 
therewith, and following from previous discussions, it is expected that the board 
of directors, meeting later today in Seattle, will declare a dividend of 30 cents per 
share, payable November 15, 1955, on the total number of shares to be outstanding 
after the 50 percent stock distribution. [Such action was taken by the directors 
on October 20, 1955.] On an annual basis this amounts to $1.20 per share—is 
equivalent to $1.80 on the shares presently outstanding and compares with the 
current yearly rate of $1.72 per share, which was increased from $1.64 on 
February 15, 1955. 

(b) Regulatory approvals obtained for $20 million bank credit agreement.— 
All necessary regulatory approvals have now been obtained of the very favorable 
bank credit agreement of August 1, 1955, which is subsequently more fully 
commented upon. On September 14, 1955, the company made its initial borrowing 
of $3 million under the credit agreement. 

(c) Application filed for FPC license upper Baker project—On October 14, 
1955, the company made application to the Federal Power Commission for a 
license to build an 85,000-kilowatt hydroelectric plant on the upper Baker River 
at an estimated cost of around $27 million. 

The proposed dam, some 300 feet high, would be located about 8 miles above 
the company’s present Baker River project, create a reservoir 9 miles long, and 
provide greater control of the Baker River flow. This will permit another 
»,000 kilowatts of added capacity to be installed at the present lower Baker 
plant. The two projects will total 140,000 kilowatts of new generation at an 
estimated cost of $35 million. Subject to the license being issued, construction 
on the upper Baker project will start as soon as weather permits next spring. 
Completion of the entire development is scheduled for 1959. 
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With the additional capacity from the above-stated installations on the Baker 
River and the power expected to be available from the expanded Rock Island 
hydroelectric project, certain industrial companies and the Bonneville Power 
Admininstration, the estimated load requirements of Puget will be met through 
the summer of 1960. Thereafter it is expected that Puget’s power needs will be 
satisfied through the expansion of its own hydro and steam resources—the insta! 
lation of facilities by the utilities of the Puget Sound Utilities Council, or other 
partnership programs—or the utilization of atomic energy, depending upon which 
facilities or combinations thereof result in the most economic source of power 
for the company’s service area. 

(d) Present status of condemnation actions against the Rock Island project.— 
On September 12, 1955, Public Utility District No. 1 of Douglas County filed 
condemnation actions against the company’s Rock Island plant and related 
transmission lines, which properties since November 9, 1950, have been the 
subject of a condemnation proceeding by the Chelan PUD. It is now reported 
that, as a result of an agreement between the Douglas and Chelan PUD’s, the 
Douglas PUD will drop its Rock Island condemnation suits in return for which 
it may receive up to 40,000 kilowatts of power from the Chelan PUD’s proposed 
600,000-kilowatt Rocky Reach hydro development. [These Douglas PUD con- 
demnation proceedings were dismissed on October 21, 1955.] The Chelan PUD’s 
Rock Island condemnation suit is pending in the Federal court at Spokane, and 
the clerk of this court has notified the parties that the matter of public use and 
necessity in this action will be heard sometime after the first of the year. 

(e) F PC determines Puget subject to its jurisdiction as a “public utility”— 
approval of dividend payments no longer required by WPSC.—On September 6, 
1955, the Federal Power Commission determined that Puget is subject to its 
jurisdiction as a “public utility” under the Federal Power Act. This is by virtue 
of the company’s interconnections with other electric utilities in the region 
through the northwest power pool, thus making its business to some extent 
interstate and the FPC’s conclusion that an emergency power shortage no longer 
exists. 

During World War II and again commencing with the year 1947, Puget 
obtained permission from the FPC to maintain its interconnections with the 
northwest power pool without being held a “public utility’ on the ground that 
there was an emergency power shortage in the Pacific Northwest. 

With the FPC finding that Puget is a “public utility” because its operations 
are partly interstate, and as the Supreme Court of the State of Washington has 
held that the law requiring approval of the Washington Public Service Commis- 
sion for payment of dividends applies solely to companies engaged only in intra- 
state business, the State commission has ruled that this company is no longer 
required to obtain its approval before paying dividends on the common stock. 

(f) Dismissal of Skagit PUD condemnation action authorized.—On October 12, 
1955, the Skagit County Public Utility District Commissioners adopted a.resolu- 
tion authorizing their attorneys to take the necessary steps to effect the dismissal 
of the district’s condemnation action. This condemnation suit, which has been 
pending since October 5, 1950, in the Federal district court at Bellingham, em- 
braced all the company’s electric properties in Skagit County and the present 
Baker River hydroelectric plant and related transmission lines. [The Skagit 
PUD condemnation proceeding was dismisssed by court order on October 24, 
1955.] 

With the termination of the Skagit PUD suit and the dismissal of the 7 other 
condemnation actions previously reported as taking place during the last 12 
months—the amount of revenues derived from areas where company property is 
under condemnation is reduced from around 50 to 16 percent. We feel that the 
dismissal of these condemnation suits, along with other favorable developments, 
constitute concrete evidence of the improved “climate” which exists for Puget. 

(9) The Scptember 21-23, 1955, hearings of the Senate Antimonopoly Su)- 
committee, re activities of “stockholders committee.”—Stockholders undoubt- 
edly have become aware, through the press, radio, TV, and other media, of the 
hearings conducted from September 21 to 23, 1955, in Washington, D. C., by the 
Antimonopoly Subcommittee of the Senate Judiciary Committee with reference 
to the recent abortive attempt by the so-called stockholders committee to resur- 
rect the proposal to have Washington Water Power absorb Puget under the 
guise of a merger. 

The president of your company, in response to a committee subpena, testified 
in answer to questions which dealt principally with Puget’s position on the merger 
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ssue—the experience as to the 1953 merger proposal and the more serious mis- 
statements in, and the important omissions from, the stockholder committee’s 
letter of July 20, 1955. 

It is our belief that the evidence introduced by the staff of the Antimonopoly 
Subcommittee in the hearings as to the stockholder committee’s activities cast 


a revealing light on the close relationships of this group with Washington Water 


Power and confirmed that their objectives and motives were not in the interest 


of Puget and its stockholders. We understand that in due course the record of 


the evidence taken in these hearings of the subcommittee will be printed and 
made available to the public. 

In our view, this episode marks the end of the misguided effort to revive a by- 
gone proposal which, as generally forecasted, has turned out to be “an ill-fated 
venture.” A big job lies ahead in the achievement of management’s goals as to 
increased earnings and dividends. This task will require and receive all of our 
time, thought, and energy. 

), Management’s objectives and a quick look at the record 

According to our concept, the basic objective of responsible management is to 
onduct the affairs of a company so as to best protect and advance the welfare 
of the investors who have put their money in the enterprise. We believe manage- 
ment must ever be alert to change—always keep an open mind and maintain a 
tlexible position so that whatever eventuates it can best fulfill its obligations to 
stockholders. The only way to find out how well Puget’s management has meas- 
ired up to its responsibilities in this respect is to take a look at the record. We 
feel our management record conclusively shows that we have boldly and effec- 
tively faced up to realities and have not hesitated to pursue courses of action 
which under the circumstances then existent were deemed to be in the best in- 
terests of company stockholders. Conditions change and as stockholders are 

ell aware this has been markedly true in the case of Puget. 

In 19438, when it was divorced from the holding company—Engineers Public 
Service—Puget was looked upon as a pretty “weak sister” and little optimism 
expressed as to its future. For instance, the average price-earnings ratios of 
Puget’s common stock in 1948 and 1944 were only about half of Moody’s similar 

verages covering 24 utilities. Further in this regard—because it felt the com- 
pany had no future as a private enterprise—a minority stockholders committee, 
n 1943, sought a change of directors, premised on management’s refusal to sell 
Puget’s properties to the Federal Government, but this committee did not get to 
first base. 

As stockholders well know, in 1953 there was a marked change in the basic 
factors which shape the company’s destiny and a significant manifestation that 
the people in its service area wanted Puget to remain in business on its own. 
his is further confirmed by the substantial progress the company has made in 
the various phases of its activities since 1953. It is also borne out by the follow- 
ng, which is quoted from a summary report on public attitudes about power 
ind the Puget Sound Power & Light Co. in western Washington. This survey 

as made for the company by Elmo Roper & Associates in late 1954: 

* * “There is an abundant feeling that the company has done a first-rate job 

of meeting the needs of the people, and, given this record of performance, a 

ajority of the people reject any other alternative. On the matter of service, 

rates, ‘good neighborliness,’ and the desire to keep the company in operation, 

Puget comes off very well, indeed. It is not overstating the results to say that 

Puget has done an important job in restoring confidence in private utility service 
and in giving the people it serves cause for expression of a job well done.” 

In Puget’s 1954 report to stockholders we stated we were moving full speed 
ahead in all phases of the company’s operations, with dynamic forward-looking 
plans. It was further mentioned that to assist us in planning for the attainment 
of our future objectives and to obtain an independent and impartial analysis of 
past and present operations, we had a general survey made in 1954 by the 
well-known firm of management consultants—Booz, Allen & Hamilton. The 
following is taken from their November 1, 1954, letter of transmittal in their 
report: 

“For approximately the past 20 years the company has been engaged in an 
all-out struggle for survival. The trend to public ownership of electric utilities 

the Pacitic Northwest has forced management to plan realistically to prevent 

ss of stockholders’ investment due to the activities of public agencies. To pro- 
ect the interests of the stockholders, the company had to be kept in shape to be 
quidated profitably or for continued operation. The objectives and policies 
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which management adopted and followed during this difficult period were aimed 
at securing fair treatment for the shareholders, regardless of which way the tide 
turned. 

“Since Puget became an independent operating company in 1943, excellent 
earnings have been achieved. A sound dividend policy consistent with the best 
interests of stockholders has been followed. A strong capital structure has been 
built. The book and market values of its common stock have significantly in- 
creased and prices well above book value have been obtained for properties taken 
over by public power. 

“In the fact of reduced revenues from the loss of property to public agencies, the 
company’s operations have been conducted in a manner that has increased net 
earnings. This has resulted from an outstanding job in reducing costs. Mean- 
while, competitively low electric rates have been maintained. Notwithstanding 
substantially higher taxes, wages, and material costs, electric rates have not been 
increased. The present operating requirements of the company are being carried 
out with a minimum of personnel. There are no surplus employees on Puget’s 
payroll. The company’s system has been maintained in good operating condi- 
tion, and essential construction required by growth has been kept current. 

“In view of the adverse circumstances which prevailed in the past, the fact 
that the company is in sound financial and operating shape reflects an extremely 
effective management job in guiding the affairs of the company. 

“Looking ahead, the future existence of the company now seems assured, and 
management has new plans aimed at continued growth and stability.” 

So today, in 1955, the picture is greatly changed. As extremely difficult prob- 
lems were constructively resolved, earnings and dividends have been materially 
increased and the outlook for the company has vastly improved. Puget presently 
is possessed of: a very advantageous capital structure; excellent earnings and 
dividend prospects ; a greatly improved “climate” ; a strong and widespread public 
support ; a cooperative relationship with its public agency neighbors, as evidenced 
by the Puget Sound Utilities Council; and a service area rich in the promise of 
growth. We firmly believe these favorable factors testify to Puget’s present 
strong position, provide a realistic basis for confidence and optimism as to the 
future outlook, and constitute tangible evidence of management’s capacity to pro- 
tect and advance the welfare of stockholders. 

We feel that a current position of financial strength for the company and a 
record of increasing benefits to stockholders is clearly shown by the following: 

(a) Advantages of Puget’s capital structure.—The company’s capital structure 
as of August 31, 1955, consisted of 43 percent debt and 57 percent common stock 
equity. This high stock ratio is very advantageous as it enhances the company’s 
credit status, makes possible the financing of a large expansion of plant facilities 
with debt and preferred stock, and the end result of increased earnings for 
the common stock. 

It is currently estimated that the company’s cash requirements for new con- 
struction over the period 1955-59 will aggregate about $80 million. In major 
part this program will be financed by the sale of senior securities, with the 
balance representing cash from operations. Interim financing will be by bank 
loans. 

Recently a very favorable 3-year bank credit agreement was arranged under 
which up to $20 million can be borrowed at an interest rate of 3 percent and a 
commitment fee of one-fourth of 1 percent on the unborrowed balance. This 
credit agreement, together with funds available from within the company, will 
provide the necessary cash for construction purposes in the next few years. 
This 3 percent compares with a minimum rate of 314 percent currently charged 
by banks for commercial loans. 

Previously (September 1954) $20,613,000 of outstanding 414 percent bonds 
(due 1972) were refunded from the proceeds of the sale of a new issue of $25 
million 34% percent first mortgage bonds. Interest savings as a result of the 
refunding of the old bonds amount to about $130,000 per year. Also, by stock- 
holder approval today of the proposed modification of mortgage terms, the com- 
pany is now enabled, when conditions are appropriate, to issue an additional 
$25 million of bonds against property as of August 31, 1954, which could not be 
done under the previous mortgage. 

(b) Market price of common stock substantially higher—On February 7, 1955, 
the company’s common stock was admitted to trading on the New York Stock 
Exchange, and on September 19, 1955, reached a new high of 40%. Previously 
it was unlisted and the bid prices in over-the-counter trading at the end of the 
year were: 1952, 22%; 1953, 2334; 1954, 325%. As it was in 1948 that Puget 





la 


ure 
ock 
1y’s 
ties 


for 


‘on- 
jor 

the 
ank 


ider 
1d a 
rhis 
will 
Al's. 


rged 


onds 
’ $25 
' the 
tock 
com- 
ional 
ot be 


1955, 
Stock 
ously 


f the 


Puget 


STUDY OF THE ANTITRUST LAWS 


became an independent entity, following a holding company divorce, it is of 
significance that the September 19, 1955, high of 4054 is well over 4 times the 19438 
low of 84% per share. 

(c) Material increases in earnings and dividends.—Impressive increases in 
earnings and dividends have occurred in recent years. For the 12 months ended 
August 31, 1955, as compared with the year 1952, earnings per share of common 
stock are up 72 cents or 48 percent, and dividends up 90 cents or 113 percent. 
The performance, by years, is as follows: 


12 months 
ended Aug. 
31, 1955 


Earnings per share of common stock 
Dividends per share 


The higher payout ratio of 77 percent for the 12 months ended August 31, 1955, 
as against 53 percent for the year 1952, reflects the company’s improved position, 
and its advantageous capital structure which enables passing on to stockholders a 
larger share of earnings. 
Management's great appreciation of stockholder support 

Puget’s survival, its present strong position and greatly improved outlook would 
not have been possible without the steadfast support of management by the vast 
majority of stockholders. We are deeply appreciative of the confidence which 
Puget stockholders have consistently evidenced in our management and especially 
grateful for the many splendid expressions of endorsement and encouragement 
received in recent months. We, of management, aspire to be worthy of your con- 
tinued fine support on the basis of our performance in serving your best interests. 

Senator O’Manonry. The next witness. 

Mr. Burns. Mr. William Parrott. 

Senator O’Manonry. I do not believe you have been sworn. 

Mr. Parrorr. Yes, 1 was on Wednesday, Senator ; yes, sir. 

Senator O’Manoney,. Very well. 


TESTIMONY OF WILLIAM E. PARROTT, OF PACIFIC NORTHWEST 
POWER CO. AND EBASCO SERVICES, INC., ACCOMPANIED BY 
JAMES L. BOONE, OF REID & PRIEST, NEW YORK, N. Y. 


Mr. Burns. Mr. Parrott, where do you reside? 

Mr. Parrorr. Currently, my home? 

Mr. Burns. Yes. 

Mr. Parrorr. Since the latter part of January, in Spokane, Wash., 
that is, January 1954, 

Mr. Burns. 1954? 

Mr. Parrorr. That is correct, sir. 

Senator O’Manoney. May Linterrupt? Off the record. 

(Discussion off the record.) 

Senator O’Manonery. On the record. 

Mr. Burns. Where did you reside before January of 1954? 

Mr. Parrorr. In New York City ; 330 East 42d Street. 

Mr. Burns. Are you employed by Ebasco Services, Inc. ? 

Mr. Parrorr. Yes, I am. 

Mr. Burns. And how long have you been employed by them? 

Mr. Parrorr. Since March of 1935. 

Mr. Burns. What is your present capacity ? 

Mr. Parrorr. My present capacity is general consultant. 


67272—56—pt. 5—18 
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Mr. Burns. Will you describe briefly what your functions are as 
general consultant / 

Mr. Parrorr. Yes, sir. It is to coordinate the services of the vari- 
ous departments for the various clients that I am assigned to, and 

also to carry out any other requests that my clients may “make of me. 

Senator O’Manoney. By whom are you assigned to these clients’ 

Mr. Parrorr. I am assigned to the Pacific Power & Light Co. 

Senator O’Manonry. I say, by whom are you assigned. 

Mr. Parrorr. I am assigne d by Ebasco Services. 

Mr. Burns. At the present time for which companies do you act as 
consultant ¢ 

Mr. Parrorr. Pacific Power & Light Co., the Washington Water 
Power Co., the Montana Power Co., and the Kansas Gas & Electric 
Co. 

Mr. Burns. How long have you been a consultant for those four 
companies ¢ 

Mr. Parrotr. Since January of 1950. 

Mr. Burns. All four since that date? 

Mr. Parrorr. Yes, sir. 

Mr. Burns. And before that date were you still a general con- 
sultant? 

Mr. Parrorr. No; I wasnot. I was head of the sales department of 
Ebasco Services. 

Mr. Burns. And you became a general consultant then, in January 
1950, and were assigned these four accounts ? 

Mr. Parrorr. These accounts; yes, sir. 

Mr. Burns. What special knowledge is required in order for you to 
carry out your functions as a general consultant ? 

Mr. Parrorr. Well, in the first place, I was born in Idaho and 
started by experience in the utility business with the Idaho Power Co.. 
and I worked for them for approximately 10 years, the first 5 years of 
which I took a student training course, going through the various 
departments of the company. 

Following that, I worked for other operating companies: Compania 
Kubana de Electridad, and for the Memphis Power & Light Co. 

Mr. Burns. Does your function as a consultant require experience 
as an engineer ? 

Mr. Parrorr. No; only except as the coordination of some of the 
engineering problems come in, but I am not a registered engineer. 

Mr. Burns. Do you act in the capacity as an expert on these various 
services, or are you simply an intermediary or a sort of account 
executive who channels the work back? 

Mr. Parrorr. I think that a better description would be coordinat- 
ing and following the activities, expediting the work and seeing that 
the reports, the requests, from our clients are fulfilled. I think that 
would be a better description of it. 

Mr. Burns. In connection with your activities, I just want a general 
description. How do you actually perform your functions of carrying 
out the request or service by any of your customers that you serve! 

Mr. Parrorr. Tow do you mean? 

Mr. Burns. What is the mechanics of it? 

Mr. Parrorr. Is there a specific request—do you have an example or 
something in mind? 
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Mr. Burns. I would like you to just describe generally how you 
operate for any of these clients—just as a matter of describing how 
any of the work that is done by Ebasco comes to be performed. 

Mr. Parrorr. Well, as an illustration, let us assume that a client of 
mine comes in to New York to make a bank loan, or something of that 
kind. I accompany my client to the commercial bank and then, after 
my client has negotiated the loan, follow through on it with the infor- 
mation that my client has supplied to me. That is an illustration of 
the mechanics of how I may function for my client. 

Mr. Burns. You mean, one of these companies that wants to obtain 
a bank loan would come to you for assistance in picking a bank and 
obtaining 

Mr. Parrorr. No, sir; definitely not. I accompany them while they 
go around and discuss the matter. They negotiate the loans, and not I. 

Mr. Burns. I am trying to find out where your function fits in. 

Mr. Parrorr. My function fits in, is to follow through after they 
have negotiated, in the preparation of the necessary papers, any in- 
formation the commercial banks may want following the negotiation 
of the loan, that I carry through on it for them, for my client. 

Mr. Burns. So that one of these utility companies, if it wanted to 
borrow money, instead of handling it through its own employees, 
would call you in and take you along after they had had some discus- 


sion or negotiations, and you would ec: arry on for them and supply 
information ? 


Mr. Parrorr. Yes. I have; yes, sir. 

Mr. Burns. Would you discuss terms of the loan ? 

Mr. Parrott. No, sir; that is entirely negotiated by the management 
of the respective clients. 

Senator O’Manonry. It would seem from your description of your 
operations that they were scarcely more important than that of a 
messenger. 

Mr. Parrorr. Well, I certainly think 

Senator O’Manonety. I mean with respect to this bank loan business. 

Mr. Parrorr. I was not much more than a messenger in passing 
information back and forth and handling such things, if that is the 
way you would like to term it, Senator. 

Senator O’Manoney. I have no desire to term it any way. I am 
merely trying to get the facts. That is all the committee is interested 
in. 

Mr. Parrorr. That is what I am trying to explain to you. 

Senator O’Manoney- What sort ‘of a fee would you charge for 
servicing one of these clients, in securing a bank loan ? 

Mr. Parrorr. My time and my expense is allocated on the basis of 
the time that I spend with the particular client. 

Senator O’Manoney. And not on the basis of the importance of the 
job? 

Mr. Parrott. The loan, or anything like that, has no significance 
whatever, none whatever. 

Senator O’Manoney. How much time would you occupy in taking 
| client into a bank and introducing the client to a banker— 

Mr. Parrorr. I do not—— 

Senator O’Manoney (continuing). And then disappearing while 

e chent negotiated the loan? 
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Mr. Parrorr. Senator, I did not have to introduce my client to 
the bankers. They know the bankers, and have relations with then 
for years. 

Senator O’Maronry. Then you want the committee to understand 
that your service with respect to bank loans did not involve the selec 
tion of the bank or the introduction of the client to the bank? 

Mr. Parrorr. Very definitely so, Senator. 

Senator O’Marroney. And what, then, was the function of you 
going with the client or the client’s representative to the bank; what 
service did you perform then ? 

Mr. Parrorr. So that I could follow through on the mechanics 
and the necessary papers and information that was required in con- 
nection with it, because my client could not-remain in New York 
City—they are long distances away, in Spokane, Oregon, and Butte, 
and they rely upon me to furnish information and to carry through 
on the preparation of the papers, and one thing and another, on the 
negotiations that they had made, and had completed. There is a 
lot of paperwork involved in these matters. I am sure that you under- 
stand that. 

Senator O’Manoney. Yes; I do, but I also assume that a utility 
company which was able to carry on negotiations for a loan would 
not find it very difficult to see that the papers are prepared by its own 
attorneys, and that the papers could be signed and perfected without 
the intervention of an agent whose only duty was to provide 
information. 

Mr. Parrorr. It is not the intervention of any agent at all. It is 
a service that they require. We can do it. 

Senator O’Manoney. The services of an agent, if you do not like 
the word “intervention’”—I did not mean anything by that, you under- 
stand, except—— 

Mr. Parrorr. Senator, it is those kind and type of things, not to 
have their staff come back—they could well have done it, but it would 
have been far more expensive to bring their own staffs back—all of 
the expenses that were involved in connection with that. 

Senator O’Manonry. As a matter of fact, is it not a fact, Mr. 
Parrott, that your presence in the bank with your client, you being 
an employee of Ebasco, was assumed by the client, if not by you, to 
have some influence ? 

Mr. Parrorr. None whatever. 

Senator O’Manonry. The prestige of Ebasco—putting the prestige 
of Ebasco behind the transaction ? 

Mr. Parrorr. None whatever. I could not agree with that. 

Senator O’Manoney. All right. Proceed, Mr. Burns. 

Mr. Burns. You said something about the method of payment for 
your services that I would like you to explain. In such a matter 
as handling a bank loan, were your services paid for on a time basis! 

Mr. Parrorr. It is allocated to my clients on the time basis; yes, 
sir. 

Mr. Burns. Are all of your services paid for on a time basis? 

Mr. Parrorr. Yes, sir. 

Mr. Burns. Is there a standard rate for your time, regardless of 
the type of service which you personally perform ? 
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Mr. Parrort. It is all identically the same. 

Mr. Burns. Is that payment separate from the actual services ren- 
lered by Ebasco when it performs any other functions such as prepar- 
ng a tax return or rendering engineering service, or advice? 

Mr. Parrorr. Entirely separate, sir. 

Mr. Burns. And is your service paid for on a continuing basis 
throughout the year, or is it strictly a time basis submitted periodi- 
ally ¢ 

Mr. Parrort. It is on a continuing basis, because I can assure you 
that with all of my clients, I am busy almost day and night. 

Mr. Burns. Will you give some other examples, besides the banking 
service Which you perform for your clients ¢ 

Mr. Parrorr. My clients might request some kind of a study to be 
made, and when the request comes in, I get in touch with the proper 
lepartment to make the study, and it may be two or more depart- 

nents involved—I get them together and get the study started, expe- 
lite it, see that the study is completed and then forwarded to my 
lient. 

Mr. Burns. Do you have any regular list of departments or serv- 

‘es which Ebasco renders, for which you act as consultant—do you 

ave any regular list showing accounting, engineering, banking, any- 
hing of that kind, so that we could have that ‘list ? 

Mr. Parrorr. We have certainly an organization chart, but I do 
ot have one with me. I would be glad to furnish one. Does any- 

hody here happen to have an organization chart? If there is not one 
here, I will be happy to furnish one for the record. 

Mr. Burns. All right, let us take an example for engineering serv- 
ces. What type of engineering services would be requested for which 
vou would be the consultant, and would pass on to Ebasco the nature 
of the request ? 

Mr. Parrorr. Well, for example, maybe they want a system study 
made. They would advise me that they would like to have a system 
study made. And I would get in touch with the proper engineers in 
the distribution department “and get the study underway. 

Maybe they would want a board study. I would get in touch with 
the proper engineers in connection with that, and follow through to 

e that the study was arranged for—get a board around some place 
sree the country, get it scheduled, and then see that the report was 
expedited, gotten out to our client. 

Mr. Burns. And would you be asked for rate studies ? 

Mr. Parrorr. Rate studies, yes. There have been rate studies made 
by Ebasco that I recall for Washington Water Power Co. That is, 
ibout 1951 or 1952 that they wanted certain information in connec- 
tion with the adjustment of their rates. They were going to make an 
«pplication for increased rates with the W ashington Public Service 
Commission; also with the Idaho Public Service Commission. And 
they used Ebasco Services. 

Mr. Burns. And in connection with these activities, would you do 
inything beyond transmitting to Ebasco the request—would you do 
anything personally with respect to answering the request or provid- 

i the information necessar y to answer the request ? 

Mr. Parrorr. Oh, yes, I looked over those studies very carefully 
and one thing and another before they were sent out and conferred 
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with the various departments in connection with those reports and 
studies. 

Mr. Burns. Would you participate with the department in confer- 
ences during the progress of the work ¢ 

Mr. Parrorr. Many times. 

Mr. Burns. When you transmitted those requests to the depart- 
ments before January 1954, how did you do that? Was it in writing 
or orally ¢ 

Mr. Parrorr. Well, usually orally. Scmetimes it would be by let- 
ter, but generally orally. It would be a request by telephone, and 
then I would in turn get hold of our treasury department and have 
an order written up, and when the order was written up pass it into 
the department and get hold of the department head or the particular 
parties who were going to make the kind and type of study that it was 
and follow through on it. 

Mr. Burns. Would the request come to you from the client orally 
or in writing ? 

Mr. Parrorr. Well, sometimes in writing and sometimes orally, but 
generally orally. 

Mr. Burns. And tell us to what extent the receipt of the request 
is by you and passing them on to various departments of Ebasco was 
done orally and to what extent it was done in writing. 

Mr. Parrorr. Oh, I would say that 90 percent or better was orally. 

Mr. Burns. Do you mean that if the president of one of your clients 
spoke to you about making some extensive engineering study, which 
might involve substantial sums of money, you would not make any 
written memorandum of what he said to you about it and pass that 
on to anybody ? 

Mr. Parrorr. That is not necessary. If he wants a study made, I 
follow through to the proper department to see that it is made. 

Mr. Burns. And the president of the company who might want to 
find out about the feasibility of building a dam or a generating station 
for many millions of dollars would simply talk to you orally and then 
you would orally pass that on to some department ? 

Mr. Parrorr. Yes—well, yes; I see no reason why not. 

Mr. Burns. Well, lawyers do usually write everything down. That 
is probably why I am asking the questions. It sounds a little odd. 

At any time, would anything get put in writing on these requests? 
I mean at what stage would there be something in writing to indicate 
that a request had been made—I think that they are referred to as 
orders ? 

Mr. Parrorr. Sure, as soon as the request was made an order was 
immediately prepared. 

Mr. Burns. That would be prepared by Ebasco? 

Mr. Parrorr. Yes, sir; by Ebasco. And then those orders are sent 
out on those special requests and signed by our client, copies returned 
to us for our files, copies for their files. 

Mr. Burns. You said that in most instances all of the information 
which had been transmitted to you and by you to the proper depart- 
ment would be oral up to the time when they would make out an 
order in writing, which would then be transmitted to the client? 

Mr. Parrorr. Yes, sir. 
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Mr. Burns. In connection with Washington Water Power, did you 
participate in the activities of Washington Water Power regarding 
this proposed merger with Puget Sound? 

Mr. Parrorr. Yes; I did. 

Mr. Burns. Were your services paid for by Washington Water 
Power ¢ 

Mr. Parrorr. Yes, sir. 

Mr. Burns. Does Ebasco have any records which would show on 
them that the services being paid for were in connection with the 
merger ? 

Mr. Parrorr. My time was charged to the Washington Water 
Power Co., but I do not think that my time sheet would designate 
specifics ally what I was working on at the time. 

Senator O’Manoney. Mr. Parrott, you testified generally, just a 
moment ago, that in rendering these services, though you would trans- 

mit or ally | the request of the ¢ ‘lient to Ebasco, then Ebasco would write 
out an order, that order was sent in duplicate to the client and signed 
in duplicate, 1 copy for Ebasco and 1 copy for the client; is that right ? 

Mr. Parrorr. That is right, Senator. 

Reser sw O’Manonry. In connection with the order for your serv- 

, in connection with promoting the merger of Washington Water 
P ower and Puget Sound, was an order written by E basco ? 

Mr. Parrorr. No, sir. My services as general consultant—there is 
an order 404, general consultation; on that order 404, it is renewed 
from year to year—that is allocated, depending on the time I spend 
with whichever particular client. 

Senator O’Manoney. Now, you are changing the basis of the pay- 
ment. 

Mr. Parrorr. No, I am not changing the basis. I do not believe so, 
sir. Let us go back, Senator. 

Senator O’Manoney. Did you not testify—well, let us get the testi- 
mony, will you, Mr. Reporter; the answer of the witness to Mr. Burns’ 
question with respect to the issuance of orders. 

(The record was read as follows :) 


Mr. Burns. At any time, would anything get put in writing on these requests? 
I mean, at what stage would there be something in writing to indicate that a 
request had been made—I think that they are referred to as orders. 

Mr. Parrotr. Sure, as soon as the request was made, an order was immedi- 
ately prepared. 

Mr. Burns. That would be prepared by Ebasco? 

Mr. Parrott. Yes, sir; by Ebasco, and then those orders are sent out on those 
special requests and signed by our client, copies returned to us for our files, 
copies for their files. 

Senator O’Manoney. Those were your words? 

Mr. Parrorr. Those were my words. I said specifically a special 
request for a specific study to be made is what I had in mind, Senator. 

Senator O’Manonty. I was asking, sir, whether, when you received 
the request from your client, Washington Water Power, to intervene 
in this merger movement, any order was written by Ebasco. 

Mr. Parrorr. There was no order, because order 404—let me ex- 
plain to you, Senator. 

Senator O’Manoney. Order 404 covers mergers ? 

Mr. Parrott. No, it does not. It covers my services. That is, 
general consultation. There is an account for general consultation, 
for nothing else but general consultation. 
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Senator O’Manoney. General advice ? 

Mr. Parrorr. General advice. 

Senator O’Manonry. Was there an order 

Mr. Parrorr. Other work and other duties that are assigned to me? 

Senator O’Manonry. Was there an order written by Ebasco for 
that ¢ 

Mr. Parrorr. For that order, yes; there has been an order written 
to all of our clients, but that is a ‘continuing service. 

Senator O’Manonry. I understand that. 

Mr. Parrorr. I did not mean relating to a specific. 

Senator O’Manonry. Do you have the text of such an order? 

Mr. Parrorr. Sir? 

Senator O’Manonery. Do you have the text of such an order? 

Mr. Parrorr. I do not have one here with me, but maybe one of 
my associates has. They say “No.” I will be glad to furnish one to 
you, Senator. 

Senator (¢ — \HONEY. Would you be good enough to furnish a copy 
of the order by which your services as consultant were assigned to 
Washington Water Power ? 

Mr. Parrorr. Yes, sir; I will be happy to do so. 

Senator O’Manoney. Thank you, sir. Present that to the commit- 
tee at your maeacrnes if you will. 

Mr. Parrorr. I will be happy to do so. 

Senator O’ eee y. Am I to understand that when you speak of 
being a consultant, you mean by that to be a general adviser ? 

Mr. Parrorr. Yes; general advice, help, in any manner in which 
I can help my client. 

Senator O’Manonry. In any manner? 

Mr. Parrortr. Yes, sir. 

Senator O’Manoney. That covers the whole waterfront. 

Mr. Parrotrr. The whole waterfront. 

Senator O’Manoney. Did_you take the initiative in so advising! 

Mr. Parrorr. I did not. It is only when we are requested by my 
client. 

Senator O’Manonry. No advice was offered except when it was 
specifically requested ? 

Mr. Parrorr. Requested; that is right, Senator. 

Senator O’Manoney. Did the Washington Water Power Co. ask 
you to make suggestions for the amendment of the letter of the stock- 
holders committee of Puget Sound Power & Light Co. ? 

Mr. Parrorr. No. 

Senator O’Manonry. You did make such amendments? 

Mr. Parrort. I offered a suggestion. They sent me over a letter, 
and the thing 

Senator O’Manoney. Who sent you over a letter? 

Mr. Parrorr. I believe it was Fred Miller sent over a letter. I 
heard him testify to that. I had completely forgotten about it. I 
heard him testify and said that I had suggested the least thing they 
could do would be to be polite to the Puget stockholders. 

Senator O’Manonry. When you say that you did not do that at 
the request or direction of your client. W. ashington Water Power, at 
whose request did you do it, Blyth & Co.? 

Mr. Parrorr. I did it at my own. 
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Senator O’Manoney. Well, then, you do volunteer advice and con- 
sultation without being asked ? 

Mr. Parrorr. Well, I could have, yes; on very rare occasions. 

Senator ee y. You did it in this case? 

Mr. Parrott. I did it in that case, yes, sir; I did. 

Senator O’Manoney. Was that within your duties as an employee 
of Ebasco? 

Mr. Parrorr. No, that was not within my duties. I did that on my 
own personal hook. 

Senator O’MAanonry. You were working then, through, as an em- 
ployee of Ebasco for the merger of Washington Water Power with 
Puget Sound, and you were doing it voluntarily without the knowl- 
edge of Ebasco, your employer ? 

Mr. Parrorr. They had no knowledge of it that I would think of. 
I did that on my own thought. I made : the decision. 

Senator O’Manoney. Do you customarily perform such services 
Ww ithout the knowledge of Ebasco, whom you are employed by? 

Mr. Parrorr. I could have, m: ny, many times, Senator—many 
many times, free advice, make some suggestion to somebody—I could 
have many, many times, Senator. 

Senator O’Manoney. And clearly in this case Ebasco did not know 
where you were nor what you were doing when you were trying to 
amend the letter of the stockholders committee? 

Mr. Parrorr. I am sure they had no concept of it. 

Senator O’Manoney. Fine. 

Mr. Boonr. I do not want to testify, and I do not want to be sworn. 
I do think—— 

Senator O’Manonry. I beg your pardon. Will you give your name 
to the reporter? 

Mr. Boone. I did do it. I gave it to the reporter, and the name of 
my firm and my address. I would like 

Senator O’Manoney. You are a native of Idaho? 

Mr. Boone. I am a native of Idaho and very proud of it. 

Senator O’Manonry. And all Idahoans may speak without taking 
the oath. Go ahead. 

Mr. Boons. Thank you, Senator. 

Mr. Parrorr. Thank you, Senator; I am an Idahoan. 

Mr. Boonr. It vindicates me in the eyes of a lot of my associates. 
Mr. Burns, I think that there is a little gap in the record, and I think 
Mr. Parrott has overlooked the fact in connection with these general 
orders. There is usually an internal order. And I think that this 
internal order 

Senator O’Manonry. What kind of order? 

Mr. Boone. Internal order. That is an order within the 

Senator O’Manonry. Wheels within wheels? 

Mr. Boone. That is right, sir. 

Senator O’Manonry. Yes, I know. 

Mr. Boonr. I think that would tie Mr. Parrott into this Puget 
Sound-Washington Water Power Co. I do not want to testify. 

Senator O’Manoney. I would like to get the text of that. 

Mr. Boone. I do not want to testify any more, sir. 

Mr. Parrotr. We will get it for you, Senator. 

Senator O’Manonry. We would like to get to the inner wheel before 
we are through. 
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Mr. Boonr. We will furnish that, sir, 

Mr. Parrorr. The request was made for the organization chart of 
basco. Here it is. 

Mr. Burns. Now, in connection with this merger, was any request 
made by Washington for services of Ebasco ? 

Mr. Parrorr. Yes. Mr. Robinson asked that I follow through on 
this merger and do anything that I could to assist him in connection 
therewith. 

Mr. Burns. Was anything done by anybody else in Ebasco, besides 
yourself, in connnection with the merger ? 

Mr. Parrott. Oh, ves; the financial department of Ebasco Services, 
at his request, made various studies. 

Mr. Burns. ‘There would be charges shown in the records for those 
studies ? 

Mr. Parrorr. Yes, sir; there would be. 

Mr. Burns. But that would not show anything about your time? 

Mr. Parrorr. It would not, sir. 

Mr. Burns. Do you have any records, yourself, of the time that 
you spent on the merger of Washington Water Power? 

Mr. Parrorr. No, sir; I do not have. 

Mr. Burns. Did you spend a considerable amount of time on it 
from 1952 up until 1955? 

Mr. Parrorr. Up to 1955? 

Mr. Burns. Up to the present time. 

Mr. Parrotr. Up to 1954 a great deal of time was spend on it. 

Mr. Burns. Did you spend any time on it in recent months? 

Mr. Parrott. In recent months? No. 

Mr. Burns. Did you make any memoranda of any conversations 
which you had with respect to this merger ? 

Mr. Parrorr. I do not recall any. 

Mr. Burns. o- you write any letters to anyone about it? 

Mr. Parrorr. I do not recall any. I could have, but I do not recall 
any. 

Mr. Burns. Did you receive any letters from anyone about it ? 

Mr. Sore rt. None that I recall. 

Mr. Burns. Do you ever receive letters in connection with your 
activities as consultant for Ebasco? 

Mr. Parrorr. Occasionally. 

Mr. Burns. Is that a rare occurrence? 

Mr. Parrorr. It certainly is a rare occurrence. 

Mr. Burns. When you receive letters in connection with your ac- 
tivities as consultant, do you retain them ? 

Mr. Parrorr. It all depends on the nature of it. It may be passed 
on to some other department. 

Mr. Burns. Do you keep any personal file in connection with any 
of your activities for Ebasco or for your clients? 

Mr. Parrotrr. Any personal file? 

Mr. Burns. Yes. 

Mr. Parrorr. No, I don’t. 

Mr. Burns. Does everything that you get, if you should get any- 
thing in writing, is that “pased on to some other branch of the com- 
pany for filing? 

Mr. Parrorr. It could be. It would depend on what it is. Do you 
have something in particular reference? 





STUDY OF THE ANTITRUST LAWS 2181 


Mr. Burns. I have in mind that when the subpena was served call- 
ing for documents, you had no correspondence or memoranda of any 
kind relating to this merger. 

Mr. Parrorr. I think what you have in mind, Mr. Burns, is that 
[ had a lot of material in my desk and a great big file on the Puget 
merger in my clothes closet. There was a gre at big box of the 
material, 

On my return from Spokane I went through the files, and went 
through my desk in there, and produced the records which Mr. Clifford 
went over. 

I have a substantial portion here and a lot more over there. There 
san enormous amount of material. 

Mr. Burns. Is there among this material any letters or correspond- 
ence with anybody from Washington Water or from any of the mem- 
bers of the firms on the stockholders committee for Puget Sound ? 

Mr. Parrorr. I couldn’t tell you. 

Mr. Burns. Did you look through the material ? 

Mr. Parrorr. I went through, personally, the material. I reviewed 
the material that Mr. Clifford selected, and I got a big file over there 
that [haven’t beenthrough. It was a complete file. 

Mr. Clifford has been through it, but I have not been through it re- 
ently. I will be very happy to do so, to go through it here if you 
vould like me to do so. 

Mr. Burns. I believe you said you didn’t make memoranda very 
‘ften anyway. 

Mr. Parrorr. No, sir; I was too busy; too many phone calls, too 

any conferences. 

Mr. Burns. Did you attend many conferences at which this merger 
vas discussed and where some members of investment banking houses 

brokerage firms were present ? 

Mr. Parrorr. I attended two meetings at the request of Mr. Robin- 
son in his company of the Puget stoc ‘-kholders committee some time in 
November or December 1953. I had many, many phone calls and 
liscussions in the matter of various investment houses on the street, 
nany of them. 

Mr. Burns. Did you discuss with anybody in Ebasco any of these 

neetings which you say you attended, or any of these conversations you 
say you had with people ‘about the mer ger? 

Mr. Parrorr. I don’t recall any discussions I had with any members 

f Ebasco. 

Mr. Burns. Did you discuss it with any of the members of the law 

rm of Reid & Priest? 

Mr. Parrorr. Let me get your question again. 

Mr. Burns. Did you discuss any of these conferences with any of 
the law firm of Reid & Priest ? 

Mr. Parrorr. Yes. Reid & Priest was working a great deal in con- 

ection with the preparation of S. 1, and all of those matters that 
were involved in preparing the necessary papers in connection with 
the merger. 

Mr. Burns. But you don’t recall discussing those conferences with 
iny of the other people in Ebasco? 

Mr. Parrorr. No, sir; I do not recall any. 

Senator O’Manoney. Were Reid & Priest attorneys for Ebasco? 
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Mr. Parrorr. Yes; they are attorneys for Ebasco. 

Senator O’Manonry. And you discussed it with them ? 

Mr. Parrorr. They were also attorneys for the Washington Wate: 
Power Co., and they were working along with the attorneys for Puget 
Sound Power & Light Co. We were working with Stone & W ebster 
in preparing the necessary papers. 

Senator O’Manoney. Were they also attorneys for Electric Bond & 
Share? 

Mr. Parrorr. I believe they have done some work for Electric Bond 
& Share Co. 

Senator O’Manonery. Where is their law office located ? 

Mr. Parrorr. No. 2 Rector Street. 

Senator O’Manoney. No. 2 Rector Street is what ? 

Mr. Parrorr. No. 2 Rector Street is the No. 2 Rector Street Corp.: 
it is a building owned, I believe, by Ebasco Services. 

Senator O’Manoney. Wholly owned ? 

Mr. Parrorr. Wholly owned, yes, sir; I believe it is. 

Senator O’Manonry. Are you not mistaken in that? Is not that 
corporation owned by Electric Bond & Share exclusively, just lik 
Ebasco Co. is? 

Mr. Parrorr. Ebasco Co. is a wholly owned subsidiary of Electric 
Bond & Share. 

Senator O’Manoney. Isn’t 2 Rector Street wholly owned by Elec- 
tric Bond & Share? 

Mr. Boonr. Owned by Ebasco Services. 

Senator O’Manonry. So the hierarchy is Electric Bond & Share. 
Ebasco wholly owned by Electric Bond & Share, 2 Rector Street 
wholly owned by Ebasco. 

Mr. Parrorr. I believe that’s correct. 

Senator O’Manonry. And Reid & Priest, attorneys for Electric 
Bond & Share, attorneys for Ebasco, are tenants in No. 2 Rector 
Street ? 

Mr. Parrorr. Tenants in No. 2 Rector Street : yes, sir. 

Mr. Burns. Do you know Mr. Jacob Bleibtreu of Abraham & Co.? 

Mr. Parrorr. Yes, sir; I do. 

Mr. Burns. Did you attend any conferences at which he was present 
in which the proposed merger was under consideration ? 

Mr. Parrorr. Yes; I have. I don’t recall when, but I have. 

Mr. Burns. And was Mr. Robinson present at some of those con- 
ferences ? 

Mr. Parrorr. Yes, sir. 

Mr. Burns. Were you present at the request of Mr. Robinson ? 

Mr. Parrorr. Yes, sir. 

Mr. Burns. What part did you play in those conferences ? 

Mr. Parrorr. As near as I can recall at any of those conferences 
that there was one in particular that they were discussing the terms 
of the merger, in which a preferred, convertible preferred, stock was 
being discussed, and I made the comment, as I recall, suggesting the 
rate of $1.32, and I thought it was too high. As near as I can remem- 
ber that is the only part I played in participating in that particular 
conversation. 

Mr. Burns. When you first started to handle the accounts of ore 
companies in 1950, were they owned by American Power & Light, « 

were some of them owned by American Power & Light? 
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Mr. Parrorr. I believe that they were all owned by American Power 
& Light. Itis possible at that time that Kansas Gas & Electric Co. was 
ndependent. But shortly thereafter the stock of the Montana Power 
Co. was distributed to American Power & Light stockholders. The 
tock of Pacific Power & Light Co., I believe, was sold in 1951, to a 
croup of investment bankers. The stock of the Washington Water 
Power Co. was distributed by American Power & Light, I believe, in 
\ugust 1952 
Mr. Burns. Who was the head of American Power & Light at that 
time ¢ 

Mr. Parrorr. Mr. Howard Aller. 

Mr. Burns. Mr. Bleibtreu prepared a memorandum with respect to 
| meeting, the memorandum being dated September 3, 1952, at which 
ie said that Mr. Robinson and you attended, as well as Mr. Herbert 
\llen and Mr. Leon Goldfluss. He has this statement [reading]: 

I am to tell him— 
referring to McLaughlin— 
that everybody feels very friendly toward him and that there is no intention te 
hurt him, that Aller did not get to first base with us, and it took him a year and 
\ half longer at great cost and trouble to accomplish what he could have easily 
ione in the first place by cooperating with us, rather than opposing us. 


Do you recall that being mentioned at that meeting? 

Mr. Parrorr. I do not have any recollection of that. 

Mr. Burns. Do you have any specific recollection about that meet- 
ng that I referred to? 


Mr. Parrorr. No, sir; I do not. That does not refresh my memor 
y. 


Mr. Burys. In this memorandum it is stated that the group that 


was present would have to know the following, and then there is a 
ist of items: 


Original cost of entire plant; depreciation of the entire plant; original cost 
Whatcom; depreciation of Whatcom— 


and other items. 
Do you recall the discussion of those items? 
Mr. Parrorr. No, sir; I do not. 
Mr. Burns. Do you recall any discussion that McLaughlin— 


vould avoid a lot of suits and delay and accomplish a great deal more by 
cooperating than working at loggerheads. 


Mr. Parrorr. That doesn’t refresh my memory. No, sir; I do not 
rec call that. 


Mr. Burns. Do you recall a meeting at approximately March 5, 
1953, to which Mr. Bleibtreu referred, at which the same individuals 


vere present, and in addition Walter Gruber, of Union Securities, held 
at the office of Abraham & Co. ? 


Mr. Parrorr. No. 
Mr. Burns. I will read the part that was indicated. [Reading :] 


It was suggested by Allen and seconded by Gruber that these latter items 
vere largely of minor importance. The important thing was to get the merger 
terms resolved and in particular to do so with a minimum dilution of the Wash- 
ngton shares. They suggested a straight preferred stock carrying a nondetach- 
able warrant exercisable for a limited number of years, but not exercisable for 
the first year. This seemed to meet with general approval except for the reac- 


tions of Messrs, Robinson and Parrott, who felt that it might be very difficult to 
sell such an idea to McLaughlin. 
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Does ths at help to refresh your recollection as to this meeting of 
March 5, 1953? 

Mr. Parrorr. They are referring to Mr. Robinson’s comments with 
the exception of the comment I made, and I think they were talking 
at that time of $1.32 as a dividend rate, and I thought it was too high, 
and I so stated. 

Mr. Burns. Do you recall anything else that was said at that meet- 
ing? 

Mr. Parrorr. No, sir; I do not. 

Mr. Burns. Well, do you recall anything that you said at any of 
the metings at which these representatives of these brokerage or in- 
vestment houses were present ? 

Mr. Parrorr. Let me see what you have in mind, Mr. Burns, and 
see if I can refresh my memory. 

Mr. Burns. I tried twice. Now I just want to see if there is any- 
thing you remember. 

Senator O’Manoney. Perhaps it would be well, Mr. Burns and Mr. 
Parrott—lI have here a copy of that exhibit, which I will hand to Mr. 
Parrott. I have handed this copy to you because in the order of prior- 
ity as to those who attended, your name comes second. 

“Mr. Robinson’s name came first. 

Mr. Burns. That is exhibit 64. 

Does that refresh your recollection after seeing the document? 
Does that refresh it any further as to whether you made any state- 
ments at the meeting ? 

Mr. Parrorr. The only statement I recall making, as I told you 
before, I thought the $1.32 dividend rate was too high, and I so ex- 
pressed my self. This statement in here said that Robinson and Par- 
rott felt it might be very difficult to sell such an idea to McLaughlin. 
I have no recollection that I made any such statement. 

Senator O’Manoney. Did you make any statement at that confer- 
ence besides this one of $1.32? 

Mr. Parrorr. I have no recollection of making any further state- 
ment. 

Senator O’Manonry. Do you remember the conference ? 

Mr. Parrorr. Yes; 1 do remember the conference. 

Senator O’Manonry. Where did it take place ? 

Mr. Parrorr. In Mr. Bleibtreu’s office. 

Senator O’Manoney. New York ? 

Mr. Parrorr. In New York at Abraham & Co. 

Senator O’Manonry. How many times did you attend meetings in 
New York, at which the merger was a subject of discussion ? 

Mr. Parrorr. Many of them, Senator. I wouldn’t have any idea. 

Senator O’Manonry. Many of them ? 

Mr. Parrorr. Many of them. 

Senator O’Manoney. And is your memory as blank about these 
many meetings as it appears to be about this ? 

Mr. Parrorr. Senator-— 

Senator O’Manoney. Of your participation ? 

Mr. Parrorr. Senator, I am not trying to be a reluctant witness or 
anything else, and all I can testify to, Senator, is what I can remember. 

Senator O’Manoney. Naturally. That is all you could be ex- 
pected to testify to. 

Mr. Parrorr. That is what I am trying to do, Senator. 
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Senator O’Manonery. But you are the agent of Ebasco, assigned by 
Ebasco to represent a half dozen utility corporations in the Northwest, 
and you attended many conferences, according to your own words, in 
the city of New York with the members of the so-called stockholders 
committee of the Puget Sound Co., members who were in fact either 
partners or employees of investment houses. You prepared an amend- 
ment to the letter of July 20, 1955, to the stockholders of Puget Sound. 
As an employee of Ebasco, you were W orking for Washington Water 
Power in servicing a committee which was supposed to be representing 
the stockholders of P uget Sound. 

In spite of these facts, your memory with respect to what you said 
and what you did is completely, or almost completely, blank, with the 
exception of the amendment to the letter to the stockholders, of which 
we had documentary evidence, and with the exception of the statement 
you made with respect to the $1.32 preferred stock. That is all you 
remember about this whole transaction. 

Do you want to clarify that or do you want that to be the picture 
on the record of the committee? 

Mr. Parrorr, Senator, this letter that you handed to me dated 
March 5, 1953, as far as I know—there wasn’t a member on the Puget 
Sound stockholders committee at that time. There wasn’t a member 
from these people on that committee. 

Senator O’Manoney. What difference does that make? Back in 


1953 you were working for the merger. In 1955 you were working 


for the merger. But this time through the stockholders committee of 
Puget Sound. 


Mr. Parrorr. Senator, you just got through saying working with 


the stockholders committee in connection with this matter 
They weren’t on the stockholders committee. 

Senator O’Manoney. That is perfectly clear. This was a kaleido- 
scopic situation. Some people were in and some people were out, but 
throughout it all you were in all the time, before this stoc kholders 
committee was formed and after it was formed. Isn’t that a correct 
statement ¢ 

Mr. Parrorr. I certainly was doing work for the Washington 
Water Power Co. 

Senator O’Manonry. All the way through this business? 

Mr. Parrort, I certainly was. 

Senator O’Manoney. First, you worked for the merger through 
persons who attended this meeting in the Bleibtreu office. 

Mr. Parrorr. I was not working for them. I was working for 
Washington Water Power. 

Senator O’Manoney. I understand it was in that office that it was 
held. It was in the office of an investment house. Then you worked 
for it afterward when the stockholders committee of Puget Sound was 
set up. You are the employee of Ebasco. You are the employee 
assigned to Washington Water Power Co., and in the last develop- 
ment of this matter you were endeavoring to prepare a letter, written 
by investment houses who represented themselves to be stockholders, 
addressed to—— 

Mr. Parrorr. I wasn’t endeavoring to prepare such a letter at all. 


| offered the suggestion to them that they might at least be polite to 
the Puget stockholders. 


here. 
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Senator O’Manoney. This was your amendment, Mr. Parrott. Mr. 
Miller, according to Mr. Currie, sent a letter to the stockholders com- 
mittee suggesting certain amendments to the letter that finally was 
sent out. Your amendment is set forth in these words: 


November 25, 1953. Bill Parrott feels strong that we should thank them and 
solicit suggestion. 


And this is the suggested amendment: 


The committee would like to take this opportunity of thanking stockholders 
who have supported their efforts. It cordially solicits from stockholders their 
views and suggestions. This committee will continue to work for the best in- 
terests of the Puget Sound stockholders and will report to the stockholders from 
time to time on the progress of its activities. 

Do you remember that amendment ? 

Mr. Parrorr. I don’t remember that I suggested all of that. 

Senator O’Manoney. It is all there. I will let you see the exhibit. 
Mr. Currie testified that it was accepted. It went into the letter. 

Mr. Parrorr. 1 couuld well have done so. 

Senator O’Mauonry. Were you a stockholder of Puget Sound? 

Mr. Parrorr. No, sir, I was not, nor am I a stockholder of Wash- 
ington Water Power. 

Senator O’Manonry. Were you an employee of Puget Sound ? 

Mr. Parrorr. No, sir, I was not an employee of Puget Sound. 

Senator O’Manonry. Were you an employee of Ebasco Services? 

Mr. Parrorr. Yes, sir, I was an employee of Ebasco Services. 

Senator O’Manoney. Did Ebasco know that you were making an 
amendment such as we have read here, that you were suggesting that 
amendment ¢ 

Mr. Parrorr. I don’t think they had any idea of that. 

Senator O’Manoney. They had no idea of that ? 

Mr. Parrorr. I don’t think they possibly could have had any idea 
as to that. 

Senator O’Manonry. Do you know whether they knew what you 
were doing in New York on this particular occasion ¢ 

Mr. Parrorr. No, I don’t think they had any idea. 

Senator O’Manonery. And on the many occasions when you came 
from the West where you were assigned to work for Ebasco in the 
service of its clients, did Ebasco know anything at all about your 
presence on these many occasions which you testified to when you 
were working for the merger ? 

Mr. Parrorr. During the period of time in connection with the 
merger, during the period of 1952 and 1953, I was in New York 
practically all the time. Since the latter part of January 1954, I 
spent the bulk of my time out in the Pacific Northwest. It is con- 
fusing to me the way you are presenting the question there. You 
are covering a long period of time. If you break it down 

Senator O’Manoney. I don’t want to be confusing. I want to be 
very clear about it, because I would like to have a clear answer. 

Mr, Parrorr. I would like, if you don’t take such a long period. If 
you make it cover shorter periods, break it down into various 
periods—— 

Senator O’Manonry. When did you go West? 

Mr. Parrorr. The latter part of January 1954. 
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Senator O’Manonry. On how many occasions did you come to New 
York after January 1954, to work for the merger of Washington 
Water Power with Puget Sound? 

Mr. Parrorr. In 1954 I was in New York on about three occasions, 
and at no time was I, to my knowledge, doing any work in connection 
with the merger during the period of 1954. 

Senator O’Manoney. In New York? 

Mr. Parrotrr. In New York; that is correct. 

Senator O’Mauonry. How about out in the West ? 

Mr. Parrorr. Or out in the West. 

Senator O’ MAHONE y. You were not? 

Mr. Parrorr. I was busily engaged on many other things. 

Senator O’Manonry. How much time did you give W ashington 
Water Power in an effort to bring about the merger ? 

Mr. Parrorr. At what period, w ould you say? 

Senator O’Manoney. During this period, January 1954, to date. 

Mr. Parrorr. January 1954, to date, I was busy on other ‘problems 


and spent no time in connection with the Washington-Puget merger 
that I reeall. 


Senator O’Manonry. And in November 1953, you did? 

Mr. Parrotr. Yes, sir; I did. 

Senator O’Manoney. And then you dropped it immediately after 
you went out West? 

Mr. Parrorr. I had other duties, and I was too busy. 
opportunity to 

Senator O’Manoney. Do you wish the committee to understand that 
after January 1954, you had no conference with Mr 
anybody else with rempost to this merger ¢ 

Mr. Parrorr. No; I don’t mean to say that at all, because I may 
have had at some time when I was in New York. 

Senator O’Manonry. Isn’t it a fact that you did have? 

Mr. Parrotr. I was back in New York in 1955 and I believe the 
merger was discussed when I was here at that time. 

Senator O’Manonry. All right. 

You acknowledge that both out West and in New York after Janu- 
ary 1954 you may have been engaged in promoting the merger, 
you 

Mr. Parrorr. I have no recollection of a conference 

Senator O’Manoney. You said you might have had. 

Mr. Parrorr. I might have, but I have no recollection. I might 
have, Senator. 

Senator O’Manonry. Do you want the committee to understand 

hat whatever your work was for the merger during this period, you 


hever at any time reported those activ ities to your employ ers, E basco 
Services Co.? 


Mr. Parrorr. Never? 
Senator O’Manonry. Yes. 
Mr. Parrort. I don’t mean to say I never did. 
Senator O’Manonery. Did you report your services? 
Mr. Parrorr. Occasionally I would see one of my superiors and 
bring him up to date. 
Senator OManoney. Why would you want to bring him up to date 
if Ebasco was not interested ? 
Mr. Parrott. I didn’t say Ebasco was not interested. 
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Senator O’Manoney. No, you didn’t, but you were implying it. 
You testified that what you did for this merger you did independently 
of 

Mr. Parrorr. You are asking me, Senator, as I understood you, on 
a specific item, did they at that time know you were doing that specifi 
thing. 

I said I think they had no concept of it. Now you are wrapping up 
a bigger ball of wax. 

Senator O’Manonry. Did Ebasco know at any time that you were 
working for the merger of Washington Water Power with Puget 
Sound ? 

Mr. Parrort. I think at some times, certainly, I talked with differ- 
ent executives there as to what was going on in connection with this 
merger. Certainly, I did discuss it with them 

Senator O’Manonry. Why did you discuss it with them ? 

Mr. Parrorr. Maybe they would ask me about it. 

Senator O"Manonry. Why would they ask you about it? 

Mr. Parrorr. I assume they were interested in what was going on. 

Senator O’Manoney. You mean, just idle curiosity ? 

Mr. Parrott. I would assume so. 

Senator O’Manonry. Do you want the committee to understand 
that you are testifying under oath that any conversations you had 
with your superiors in Ebasco were only an expression of idle curiosity 
on their part ? 

Mr. Parrorr. I wouldn’t want to say—I don’t know of their mo- 
tives, Senator. 

Senator O’Manonry. Well, isn’t it a matter of fact that Ebasco 
was anxious to keep in touch with developments ? 

Mr. Parrott. Ebasco? 

Senator O’Manoney. Yes. And wasn’t that one of your duties, 
to report? 

Mr. Parrorr. It was one of my duties, but not to report, because—— 

Senator O’Manoney. You do have superiors in hast, don’t you’ 

Mr. Parrort. 1 certainly do have. 

Senator O’Manonry. Who are they ? 

Mr. Parrorr. My immediate superior is E. P. Noppel, vice presi- 
dent of Ebasco Services. He reports to Mr. F. C. Gardner, president. 

Senator O’Manoney. Did you ever report to him directly or in- 
directly about your activities in support of this merger ? 

Mr. Parrorr. I am sure I have at sometime on some occasions. 

Senator O’Manonry. Isn’t it a fact that you did keep them advised 
of what was going on? 

Mr. Parrort. Not continuously. 

Senator O’Manonry. As often as it was necessary to keep them 
advised ? 

Mr. Parrorr. I don’t know what you mean by necessary. 

Senator O’Manoney. You didn’t leave them in the dark about any 
developments that were coming on? You were assigned by Ebasco 
to work for Washington Water Power as a consultant. 

Mr. Parrorr. I was working for Washington Water Power. 

Senator O’Manonry. You are trying to make this record show— 
if I am wrong in this interpretation, please correct me—that your 
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efforts with respect to the merger were voluntary efforts on your part 
about which Ebasco knew nothing. That was your original statement ? 

Mr. Parrorr. No, sir; there was only one instance in which—and 
| would like to have the record straight in connection with that. 

Senator O’Manoney. Fine. Let’s get it straight. 

Mr. Parrorr. There was that one instance. I would certainly like 
to have this committee know that any responsibilities I was working 
on were for the Washington Water Power Co., carrying out Wash- 
ington Water Power Co.’s requests. 

Senator O’Manonry. Under an order from Ebasco? 

Mr. Parrorr. An order to Ebasco, not an order from Ebasco. An 
order to Ebasco for my services. 

Senator O’Manoney. An order from Washington Power to Ebasco 
with a copy in Ebasco’s office and a copy in Washington Water Power’s 
office. 

Mr. Parrorr. That is correct. 

Senator O’Manoney. One of the things you were doing for them 
as an employee of Ebasco was to promote the merger? 

Mr. Parrott. I was to carry. out any of the requests that Mr. Robin- 
son made to me. 

Senator O’Manonry. And one of the requests was to promote the 
merger ? 

Mr. Parrorr. To work in connection with him on the merger; yes, 
sir. 

Senator O’Manoney. And did you not report to your superior that 
that was what you were doing ? 

Mr. Parrorr. Certainly, Senator. 

Senator O’Manoney. Of course, you did. You were not operating 
out there for Ebasco without reporting to them. 

Mr. Parrorr. They certainly knew I was working for Mr. Robinson. 

Senator O’Manonery. And they knew everything you were doing. 

Mr. Parrorr. No, sir; they didn’t know everything I was doing. 

Senator O’Manonery. Did you keep things secret from them ? 

Mr. Parrort. I didn’t have the time. I didn’t report to them every 
few minutes. 


a O’Manoney. I didn’t imply that. How often do you report 
to them ¢ 

Mr. Parrott. Very, very seldom. 

Senator O’Manonery. Very seldom? 

Mr. Parrort. Yes, sir. 

Senator O’Manoney. Well, how often? 

Mr. Parrorr. Very infrequently, Senator. 

Senator O’Manonery. Once every 6 months? 

Mr. Parrorr. In 1954, as an illustration, probably three times when 
I was back in New York. 

Senator O’Manonry. Three times during 1954? 

Mr. Parrorr. In 1955 I reported to them twice. 

Senator O’Manonry. In 1955 you reported twice? 

Mr. Parrorr. Twice. 

Senator O’Manongy. How many companies were you assigned to? 

Mr. Parrorr. To four. 

Senator O’Manoney. Let’s name them again. 

Mr. Parrorr. Kansas Gas & Electric. 
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Senator O’Manoney. Kansas Gas & Electric. 

Mr. Parrorr. Pacific Power & Light Co. 

Senator O’Manoney. Pacific Power & Light Co. 

Mr. Parrorr. Washington Water Power Co. 

Senator O’Manoney. Washington Water Power Co. 

Mr. Parrotr. Montana Power Co. 

Senator O’Manoney. Montana Power Co. 

Now, we have been given to understand that the services of Ebasco 
to these companies were of great importance. They dealt with all 
sorts of matters, ranging from the planning of expansion of plant, 
the building of new plants, the preparation of income-tax returns, 
accounting suggestions, and all manner of matters affecting the var- 
ious departments of the companies which were receiving these serv- 
ices. The system required the signing of orders from the company 
receiving the service to Ebasco and now you tell us that you reported 
so irregularly that in 1954 you reported only twice in spite of the 
fact that you were serving 4 clients, and in 1955 you reported only 4 
times. Is that what you want the record to show? 

Mr. Parrorr. You are talking about me personally reporting to 
my superiors ? 

Senator O’Manoney. Yes, sir. 

Mr. Parrorr. That is correct. In all this volume of work you are 
talking about, it was being done by other departments. They cer- 
tainly could have well kept superiors informed on those. 

Senator O’Manonry. They might have. I am asking you if you 
did. 

Mr. Parrort. I did not. 

Senator O’Manoney. You were the liaison agent. You were the 
man through whom all these things were done. 

Mr. Parrorr. Through the respective departments. I don’t have 
to go through my superiors. 

Senator O’Manoney. I can go back and read the testimony you 
gave at the beginning of this in which you described in detail the 
part that you played in receiving the requests and in getting in touch 
with the various departments of Ebasco to provide the services. 

Mr. Parrorr. That is correct, sir. 

Senator O’Manoney. And now you want us to understand that 
your services were of such little moment to Ebasco that you reported 
only 6 times in 2 years? 

Mr. Parrorr. To my superiors. 

Senator O’Manoney. Ebasco? 

Mr. Parrorr. We were discussing my superiors. 

Senator O’Manonry. Do you wish to exclude your superiors from 
Ebasco? Are they separate entities? 

Mr. Parrorr. No, but I thought the question, as you posed it, was 
to my superiors. 

Senator O’Manonry. Certainly it was. 

Mr. Parrort. I talked to the other departments frequently on the 
telephone in connection with these matters. 

Senator O’Manoney. You gave the orders, but did you ever report 
what you had done? How did Ebasco know that you were worth 
your salary if you did not report to them ? 
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Mr. Parrorr. I would think the way they would know I was 
worth my salary was because my clients were willing to pay them. 
They can find me any time, Senator. 

Senator O’Manoney. Let me ask you another question. If you 
want it to stand that way, I am perfectly willing that you should. 
I wonder if you can give us any instance in which any of your clients 
who were E base oO clients, because you were w orking for Ebasco to 
give them services, neglect red to follow your advice ? 

Mr. Parrorr. Neglected to follow my advice? 

Senator O’Manoney. Yes. The advice that you transmitted from 
Ebasco or had transmitted, can you remember a single instance in 
which this liaison work which you carried on broke down and failed 
because the client would not follow the suggestion of Ebasco secured 
by you? a 

Let the record show that the minutes are passing and the witness 
does not answer. 

Mr. Parrorrt. | am trying to think of one. 

Senator O’MAHONEY. Good. Take all the time you need. It is 
evidently a very difficult attempt. 

Have you thought it out? 

Mr. Parrorr. I am not sure there are plenty, but I can’t recall any 
at the moment. 

Senator O’Manonry. I have here a memorandum dated September 
18,1953. Will you have that marked ? 

Mr. Burns. Please mark this “69.” 

(The document referred to was marked “Exhibit 69,” and will be 
found in the files 6f the subcommittee. ) 


Senator O’Mauoney. Asa preliminary to reading this, Mr. Parrott, 
I want to sav that the stockholders’ committee of Puget Sound was 
formed in 1952, as I recall the testimony. This memorandum from 
one of the officials of Abraham & Co., who were not members of the 
committee at this time, is dated September 18, 1953. Mr. Winters 
says in this memorandum: 


Spoke to Parrott. They would have preferred decision to go the other way, 
since this keeps the PUD’s alive. But they cannot finance. Says item was 
inspired by Halsey to try to give rebirth to syndicate and show Frank some 
action. Otherwise Frank might not give PUD’s any further extensions. Public 
utility commissioners are having a 1-week meeting in New York starting Monday 
(from all States) so Bill would expect Washington decision on the 29th now. 


a you remember having had any talk at that time with Mr. Winters 
f Abraham & Co. ? 


OW itness examines exhibit.) 

Mr. Parrorr. No, sir; I have no recollection of what he had refer- 
ence to there, Senator. 

Senator O’Manonry. Would it be proper to say that there were so 
many occasions in which you were consulted by the Washington 
Water Power Co. in behalf of this merger and ‘by the investment 
houses in New York, both before and after the formation of the 
stockholders’ committee in December 1953, that it is impossible for you 
to remember them and discuss them ? 

Mr. Parrorr. Senator, with hundreds of phone calls a week and 
talking to people, I cert tainly do not have the capacity to remember 
these conversations. I just do not have, Senator. 
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Senator O’Manonry. You were working for the merger all this 
period ? 

Mr. Parrott. Yes, sir. 

Senator O’Manonry. Before and after? 

Mr. Parrorr. During the period of 1952 and 1953; yes, sir. 

Senator O’Manoney. You were w orking diligently for it? 

Mr. Parrorr. Yes, sir; on behalf of my client, the Washington 
Water Power Co. and K. M. Robinson; yes, sir. 

Senator O’Manonry. And during all this period your employer 
Kbasco had only a passing interest in 1 the matter ? 

Mr. Parrorr. Yes, sir. 

Senator O’Manonry. If you want to let it stand that way, it is all 
right with me. 

Mr. Burns. Did you supply any material to any of the investment 
banking houses during 1953 with respect to the merger? 

Mr. Parrorr. Yes, sir; a great dea of material. 

Mr. Burns. Will you describe briefly what type of material you 
supplied ? 

Mr. Parrorr. Do you have something in particular there? Various 
material that I had that was furnished to me by Washington Water 
Power Co. It could have been all kinds and types of material. 

Mr. Burns. All I want is a general description in any words you 
can use. 

Mr. Parrorr. Financial statements or any material that Thad. Do 
you have something in particular in mind? 

Mr. Burns. No. I am just trying to find out what kind of infor- 
mation you have, because your recollection seems to be kind of weak. 

Mr. Parrorr. Any information I had, and they would request, | 
would be happy to furnish it to them. That was one of the services 
I was performing for Washington Water Power Co. 

Mr. Burns. You must have some recollection of what kind of 
material you did furnish to any persons who were interested in 
financing this merger. 

Mr. Parrorr. The bulk of it, as I say, is in connection with financial 
reports, newspaper clippings, or any other information they might 
request that I had custody of. 

Mr. Burns. Did you only do it when someone asked you for infor- 
mation or did you do it as a regular part of your activities on behalf 
of Washington Water Power Co.? 

Mr. Parrorr. Gener ‘ally, as far as I can recall, generally when it 
was requested. 

Mr. Burns. Did you have any conversations with anyone about the 
solicitation of proxies for stockholders’ meetings on behalf of Wash- 
ington Water Power or Puget Sound in connection with this merger! 

Mr. Parrorr. I could have. 

Mr. Burns. You wouldn’t have any recollection about that? 

Mr. Parrorr. No, sir; I do not, I could have. 

Mr. Burns. Mr. Nye testified this morning with reference to a 
conversation. He identified a document which | reports a conversation 
with Mr. Von Der Heide. 

Mr. Parrortr. Yes; I know him. 

Mr. Burns. Who is he? 

Mr. Parrorr. He is with Georgeson & Co. 
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Mr. Burns. Do you recall any conversations you had about soliciting 

proxies for Washington Water Power and Puget Sound? 

Did you hear Mr. Nye’ s testimony ? 

Mr. Parrorr. I was here. 

Mr. Burns. Didn’t you hear your name mentioned when I read this 
document ? 

Mr. Parrorr. Yes. 

Mr. Burns. You still can’t recall anything about it, even though it 
was read this morning? 

Mr. Parrott. I do not recall. 

Mr. Burns. It says: 


Ben Dewey of Reid & Priest and Bill Parrott of Ebasco Services talked to 
me today about our suggested economies in having one solicitation organization 
handle both jobs. On the basis of doing both problems and getting an 85-percent 
affirmative vote in each case, I gave them the figure $15,000 divided any way 
they wished, but indicating $7,500 for each job which would be expressed $2,500 
plus estimated expenses of $5,000. 

Do you recall hearing this read this morning? 

Mr. Parrorr. Yes, sir; I do. 

Mr. Burns. Now, Mr. Parrott, that I have read it a second time, 
does that refresh your recollection as to whether you ever had a con- 
versation of that kind with Mr. Von Der Heide? 

Mr. Parrorr. I do not recall the conversation. 

Mr. Burns. Do you know Mr. Ben Dewey of Reid & Priest? 

Mr. Parrorr. I know him. 

Mr. Burns. Have you had conversations with him from time to 
time ¢ 

Mr. Parrorr. Many, many times. 

Mr. Burns. Have you had conversations with him about this pro- 
posed merger ¢ 

Mr. Parrorr. Yes; because Ben Dewey was working in connection 
with the preparation of the S—1. 

Mr. Burns. Do you recall ever talking to Mr. Von Der Heide with 
Mr. Dewey present ? 

Mr. Parrorr. I don’t recall that particular conversation; no, sir. 

Mr. Burns. Do you recall anything at all about anything you did in 
connection with the solicitation of proxies for either Washington or 

Puget? 

Mr. Parrorrt. I recall a discussion with Mr. Von Der Heide in con- 
nection with solicitation of proxies for the Washington Water Power 
Co. They solicited proxies, I believe, for Washington Water Power 
Co. in 1953. 

Mr. Burns. That is the year we are talking about. This is dated 

\pril 9, 1953. Do you remember having such a conversation with 

Von Der Heide in 1953? 

Mr. Parrorr. On this particular one? 

Mr. Burns. I don’t know what solicitation it was. I am merely 
referring to a document on which your name is mentioned and askin 
you whether you recall anything ‘with respect to the solicitation of 
proxies which is referred to in this memorandum. 

Mr. Parrorr. Not in connection with that. They were soliciting 
proxies for the Washington Water Power Co. for their annual meet- 
ing, as I recall, in 1953. I don’t recall this particular conversation. 
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It did not refresh my recollection when Mr. Nye testified on this this 
morning, nor does it now. I could well have been in on the discussion. 

Mr. Burns. It says you were. 

Mr. Parrorr. I could well have been in on the discussion, but I 
frankly do not remember the conversation. 

Mr. Burns. You not only don’t remember the conversation referred 
to in the memorandum, you don’t have any recollection of any con- 
versations with Mr. Dewey or Mr. Von Der Heide about the solicita- 
tion of proxies in connection with the merger from both companies? 

Mr. Parrorr. In this particular one, I have not. 

Mr. Burns. There wasn’t any other one except this proposed merger. 

Mr. Parrorrt. Not that I recall. 

Mr. Burns. Did you ever obtain information with respect to stock- 
holdings of Puget Sound stockholders? 

Mr. Parror T. What do you have in mind, sir? 

Mr. Burns. I have exhibits in mind, Mr. Parrott. Iam asking you 
questions to see if you have any recollection at all in connection with 
this merger. 

Mr. Parrorr. If you have that exhibit, may I see it, to see if I can 
refresh my memory ? 

Mr. Burns. Do you mean you cannot answer any question asked 
you unless you first see an exhibit that refreshes your recollection ? 

Mr. Parrorr. With all the papers I have handled, hundreds and 
hundreds of them, I just can’t recollect a lot of these things, and these 
conversations I would like very much to have an opportunity to see if 
T can identify them. 

Mr. Burns. Do you think your recollection might be better refreshed 
on this exhibit than it was on the last one? That doesn’t seem to have 
refreshed your recollection at all. 

Mr. Parrorr. I don’t know. I can’t answer that question. 

Mr. Burns. I have several exhibits here. Do you think it would 
help you, we might get any testimony at all, if I showed them all to 
you? 

Mr. Parrorr. I don’t think that is fair at all. Let me see the 
exhibit. 

Mr. Burns. You first want to see them before you will tell whether 
you will have a recollection. 

Mr. Parrorr. I can’t tell until I see what you are talking about, 
Mr. Burns. 

Mr. Burns. That is your answer? ‘You can’t tell until you see the 
documents ? 

Mr. Parrorr. That isn’t what Iam testifying to at all. Iam testify- 
ing that I should be permitted to refresh my memory on this. 

Senator O’Manoney. You realize the picture you are drawing of 
your operation. You just said in response to Mr. Burns that out of 
hundreds of conversations and conferences you couldn’t be expected 
to remember. Now, it is to be assumed that being an important em- 
ployee of Ebasco you did have hundreds of conferences and conver- 
sations. You leave the picture that all of this you did on the cuff. 
You kept no memorandum. You just played by ear. There are no 
memoranda in your files about the work you did on this merger. You 
have no recollection of anything that you did unless you are first 
presented with a memorandum drawn from the files of the investment 
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bankers with whom you did business on this matter and held these 
conferences. You are telling your superiors in Ebasco that although 
Blyth & Co. and Abraham & Co. and these other companies kept 
memoranda and wrote office memoranda so as to keep their superiors 
advised of what was going on, you kept no memoranda and made no 
reports to Ebasco. That is the picture that you voluntarily are 
drawing of your own services. 
[ ask you if you wish to let it stand. 

+ Parrorr. Senator, if that is what the record shows, that is what 
it is; yes, sir. 

Senator O’Manonry. You made the record. 

Mr. Burns. I think we might as well turn to another subject. 

Senator O’Manoney. Yes. This is unprofitable except in a negative 
way. 

Mr. Boone. Senator, I don’t like to leave the record this way. 

Senator O’Manonry. Your client wants to leave it this way. 

Mr. Boone. Certainly my client must know that the merger was in 
existence, that the two companies had agreed to merge, and that there 
was considerable—— 

Senator O’Manongey. Mr. Boone—— 

Mr. Boone. I won’t testify. 

Senator O’Manonry. Are you the attorney for Mr. Parrott or the 
attorney for the Ebasco Services ? 

Mr. Boonr. I am representing Ebasco, but Mr. Parrott is an em- 
ployee of Ebasco. 

Senator O’Manonry. Is an employee of Ebasco ? 

Mr. Boonr. Yes, sir. 

Senator O’Manonery. And you realize the picture he has made this 
afternoon. 

Mr. Boonr. Yes; I think he must have misunderstood Mr. Burns’ 
questions. 

Senator O’Manonry. Did he misunderstand my questions? 

Mr. Boone. He certainly must have, because the merger had been 
agreed upon and he was working continually on that, and I don’t like 
him to leave the inference with you that he wasn’t. 

Senator O’Manonery. Do you like him to leave the record here that 
although he was working on this matter, as you now advise him, that 
ie kept no records about the matter and made no reports to Ebasco, 

nd Ebasco was willing that you would, as attorney, sit here beside 
bith and guide him through this testimony ? 

Mr. Boonr. As to whether he kept records, Senator, that is up to 
Mr. Parrott. He will have to tell you, and I assume he will tell you 
truthfully. 

Senator O’Manonry. I must say frankly to you, Mr. Boone, and to 
you, Mr. Parrott, that I believe you are too able a man to be em- 
ployed by Ebasco not to be one who failed to keep records. I think 
you kept records. I think you would be able to write full information 
on what you did to promote this merger, if you were willing to do it. 

Mr. Parrorr. Thank you, Senator. 

Senator O’Manonry. I don’t believe that your memory is such a 


blank as you would like this committee to believe when it reads the 
rec ‘ord. 
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Mr. Burns. Did you occupy any position with the so-called Pacifi 

Northwest Power Co. ? 

Mr. Parrorr. Yes, si 

Mr. Burns. Sti ation when ? 

Mr. Parrorr. When the company was organized in April of 1954, 
the position of secretary. 

Mr. Burns. Do you hold that position now ? 

Mr. Parrorr. Yes, sir; I do. 

Mr. Burns. Do you keep any records for that company ? 

Mr. Parrorr. Yes, sir. 

Mr. Burns. Who are the constituent companies that make up that 
company, that own the stock of Pacific Northwest Power Co. ? 

Mr. Parrorr. The Pacific Power & Light Co., the Washington Water 
Power Co., the Portland General Electric Co., and the Montana Power 
Co. 

Mr. Burns. Will you tell us who the officers are at the present 
time ? 

Mr. Parrorr. Kinsey M. Robinson, president; Paul B. McKee, vice 
president ; Thomas W. Delzell, vice president ; J. B.C orette, vice presi- 
dent; I am the secretary; and Clarence D. Phillips is the treasurer and 
assistant secretary. 

Mr. Boonr. 'This is Mr. Hugh Smith, and he is the attorney for 
Pacific Northwest Power Co. 

Mr. Smiru. I might as well move to the table. 

(Hugh Smith, Esq., of Smith, Gray, Hill & Rogers, Portland, 
Oreg., took a seat beside Mr. Parrott at the committee table.) 

Mr. Parrott. Here is a list that was given to Mr. Mapes. 

Senator O’Manonry. When you accepted the position with Pacific 
Northwest, did you sever your position with Ebasco ? 

Mr. Parrorr. No, I did not. 

Senator O’Manonry. So you are serving both Ebasco and Pacific 
Northwest, as an employee of Ebasco and as secretary of Pacific 
Northwest ? 

Mr. Burns. Will you tell us briefly what the purpose of this com- 
pany is? 

Mr. Parrorr. Yes, sir. It is simply a company that was organized 
to build large generating plants, using the credit of the four com- 
panies, so they could supply power to a power-hungry Pacific North- 
west. 

Mr. Burns. Were you engaged in any of the preliminary negotia- 
tions which led up to the formation of the company ? 

Mr. Parrott. No, sir. 

Mr. Burns. Well, so there will be no misunderstanding, will you 
tell us anything that you know about the organization of the company 
in which you “participated, prior to the time you actually became 
secretary ? 

Mr. Parrorr. Prior to the time that I became secretary of the com- 
pany, that group of companies was making studies. They requested 
Ebasco Services to make these studies on various sites out in the Pacific 
Northwest, like Bruce’s Eddy, located on the Clearwater River in the 
northern part of Idaho. The preliminary studies were made on 
Mountain Sheep, Pleasant Valley, John Day, Priest Rapids. 
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Mr. Burns. And did you act as consultant for any of those con- 
-tituent companies during the time that these studies were being made 
for them by Ebasco ? 

Mr. Parrorr. I beg your pardon. I didn’t get the question. 

(Question read. ) 

Mr. Parrorr. Yes. 

Mr. Burns. And when the Pacific Northwest Power Co. was formed, 
did you render any services to these companies in connection with the 
negotiations which led up to the formation of Pacific Northwest ? 

Mr. Parrorr. May I have that question again? That wasn’t too 

lear tome. May I have your question, please? 

(Question read. ) 

Mr. Parrorr. I believe that the companies themselves are the ones 
that organized the Pacific Northwest Power Co. and as far as the 
negotiations leading up to it were concerned, that was all done by the 
presidents of the operating companies, who organized and created 
the Pacific Northwest Power Co. 

Mr. Burns. You are telling us what the final corporate acts were, 
and the names of the corporate actors, but people have to do these 
things. Were you one of the persons who discussed any of the 
problems which were considered when the Pacific Northwest Power 
Co. was formed ? 

Mr. Parrorr. That was organized by Smith, Gray, Hill & Rogers, 
and Hugh Smith, the general counsel, is the gentleman who did all 
the work in connection with the preparation of the necessary papers 
in handling the matter, and the organization of the Pacific Northwest 
Power Co. 

Mr. Burns. And eventually a secretary of state put a seal on a 
charter and sent it back. 

Now, what we want to know 

Mr. Smirn. Maybe I can suggest 

Mr. Burns. It might help. All we want is to get the facts. I don’t 
know how to frame the question any differently. 

Senator O’Manonry. Mr. Smith, may I suggest that you make your 
suggestion in audible tones. There have been some committees who 
have refused to allow attorneys to sit beside their clients and advise 
them. Weare trying to be as open as we can because we want the full 
story. 

Mr. Smtru. You have been very fair in conducting the hearing. 

Senator O’Manoney. Thank you very much. I have tried to be fair. 

Mr. Smiru. I was suggesting to Mr. Parrott that possibly what 
you had in mind was there were several organizational meetings held 
prior to the act of forming the corporation at which I believe Mr. 
Parrott was present. 

Mr. Burns. I had anything in mind where anything happened 
before the corporate charter was drawn up by your firm about which 
we might have some knowledge. Since he stated that Ebasco Services 
made studies of companies for which he was the client, I couldn’t quite 
understand where the gap came between his knowledge acting for 
them, and his knowledge of this formation of this company. 

I don’t know what his connection was with it. He is now secretary 
of it, and he was the consultant for these companies, and all I wanted 
him to do is to tell us what he did, briefly, or anybody else did, where 
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he knows about it, where he was present and participated just prior 
to the formation of the company. I am not talking about negotiations 
between the presidents, as to the division of stock and payment of 
expenses. 

Mr. Parrorr. There were several meetings held by the operating 
companies, the chief executive officers, at w hich time they discussed 
the organization of the company and ultimately it led to the organiza- 
tion of the company. 

There were meetings, as I recall—I believe in February and 
March—at which this subject was discussed, and they concluded they 
would organize the Pacific Northwest Power Co., and the matter 
was turned over to counsel and counsel prepared the necessary papers. 

Thee ompany was org: anized, I believe, April 14, 1954. 

Mr. Burns. And you began to live permanently, that is, you made 
your residence in Spokane beginning in January 1954? 

Mr. Parrorr. Latter part of January 1954. 

Mr. Burns. Was it in anticipation of the duties you were going 
to perform with this Pacific Northwest Power Co. ? 

Mr. Parrorr. No, sir; it was not. At that time we had a group of 
engineers who were making studies of these projects as I mentioned a 
short time ago—Bruce’s Eddy, Pend Oreille, Mountain Sheep, Pleas- 
ant Valley, John Day, Priest Rapids. 

Mr. Burns. Was the program of the activities which the Pacific 
Northwest Power Co. is carrying out designed and prepared before 
the company was formed? Was it formed to ¢ arry out definite pur- 
poses which had been decided by the companies which formed it? 

Mr. Parrorr. Yes, I believe that that is correct. 

Mr. Burns. And briefly, what was the purpose for which it was 
formed, or purposes ? 

Mr. Parrorr. The purpose for which it was formed was to build 
larger hydro sites than the individual companies were capable of 
doing for themselves, to furnish the power supply for the Pacific 
Northwest. 

Mr. Burns. And you have been the secretary of the company since 
it was formed ? 

Mr. Parrorr. Yes, 

Mr. Burns. Do you receive compensation from this new corpora- 
tion ? 

Mr. Parrorr. No compensation whatever. There are no paid em- 
ploy ees. 

Senator O’Manonry. When did you become secretary ? 

Mr. Parrorr. When it was organized, I believe on April 14, 1954. 

Senator O’Manonry. Who told you you would be secretary ? 

Mr. Parrorr. I was elected at that time. 

Senator O’Manoney. By whom? 

Mr. Parrorr. By the directors who were elected. 

Senator O’Manonry. Who nominated you? 

Mr. Parrorr. Who nominated me? 

Senator O’Manonry. Who nominated you? 

Mr. Parrorr. The directors nominated me. 

Senator O’Manonry. What individual? 

Mr. Parrorr. What individual? T will have to refer back to the 
minutes, Senator, and see who made the nomination. 
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Senator O’Manonry. Were you oe nt at that meeting ? 

Mr. Parrorr. Yes, sir; I was. don’t recall who nominated me. 
We will have to look at the minutes ae 

Mr. Smirn. I don’t think you are in the minutes. 

Mr. Parrorr. It is not in the minutes who nominated me. I believe 
it was Paul B. McKee. 

Senator O’Manonry. Did Ebasco Services know you were going to 
be nominated ¢ 

Mr. Parrorr. No, sir; they did not. 

Senator O’Manoney. They did not know ? 

Mr. Parrorr. No, sir. 

Senator O’Manoney. Did you know you were going 
nominated ? 

Mr. Parrorrt. I did not. 

Senator O’Manoney. Did you accept the nomination without notify- 
ing Ebasco ? 

Mr. Parrorr. Yes, sir; I did. 

Senator O’Manonry. I have never seen anything like this since I 
read mythology, when Athene sprang in full panoply from the brow 
of Job. 

Mr. Burns. In your capacity as secretary—I will withdraw that. 

In connection with any of your duties for Pacific Northwest Co., 
do you place orders with Ebasco for services to be performed ¢ 

Mr. Parrorr. Yes, I have. 

Mr. Burns. Can you just describe that in general terms, the kind 
of orders you place for services to be performed by Ebasco? 

Mr. Parrorr. Yes. As I recall, an order in connection with pre- 
liminary studies in connection with Mountain Sheep and Pleasant 
Valley, and also at the direction of the officers and board of Bechtel 
Corp., Ebasco and Bechtel were employed by the Pacific Northwest 
Power Co. Bechtel made a study of the Mountain Sheep project with 
Ebasco consulting with them. Ebasco was to study the Pleasant 
Valley hydro site with Bechtel conferring with them. Morrison & 
Knudsen was also employed to do the necessary drill, and also to 
confer with the engineering firms in connection with cost estimates 
in connection with the projects. 

Mr. Burns. Were any of these projects discussed at meetings of the 
directors or officers of the company ? 

Mr. Parrorr. Oh, yes. 

Mr. Burns. Were there any problems at these meetings where there 
had to be a choice of different methods of proceeding in these differ- 
ent projects? 

Mr. Parrorr. I don’t quite get your question, Mr. Burns. 

Mr. Burns. Were there any alternative proposals which the di- 
rectors or officers had to consider as to how these various projects were 
to be carried out ? 

Mr. Parrorr. Are you referring now to the studies? 

Mr. Burns. Iam referring to Pleasant V alley and Mountain Sheep, 
and I ask whether, in the first place, you did attend any meetings? 

Mr. Parrorr. Yes, I attended all of them. I have been to every 
meeting. 

Mr. Burns. Will you tell us who attended these meetings? Not by 
name. Were they directors, officers, or outsiders? Just give us a 


to be 
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general description of the meetings which you attended on behalf of 
Pacific Northwest, which was considering Pleasant Valley and 
Mountain Sheep. 

Mr. Parrorr. At all the meetings of the board there were board 
members, and at those meetings also representatives of the respective 
operating companies. Many times they had their chief engineers and 
other representatives with them. 

Mr. Burns. And just what would be the procedure at these meet- 
ings when these projects were discussed 4 

Mr. Parrorr. They always had an agenda, and on those agendas, 
as those particular items came up, they were discussed. 

Mr. Burns. And who prepared the agenda? 

Mr. Parrorr. I prepared the agenda. 

Mr. Burns. For each of the meetings? 

Mr. Parrorr. For each of the meetings. 

Mr. Burns. And did you consult with anybody before you prepared 
the agenda? 

Mr. Parrotr. Yes. I always consulted with Mr. Robinson. 

Mr. Burns. Did you consult with anybody in Ebasco? 

Mr. Parrorr. No, sir. 

Mr. Burns. What connection did Ebasco have with any of these 
meetings of the directors where these problems were discussed ? 

Mr. Parrorr. They had none insofar as I know. 

Mr. Burns. Did you report to Ebasco about these meetings? 

Mr. Parrorr. No, sir; I did not. 

Mr. Burns. You did not? 

Mr. Parrort. No. 

Mr. Burns. Did you talk to anyone in Ebasco as to the presentation 
of any studies which they made? 

Mr. Parrorr. Their studies? Yes. Because Ebasco, as I said, was 
employed to make certain studies in connection with Mountain Sheep 
and Pleasant Valley, and they submitted their reports. Those reports 
were submitted to the board. 

Mr. Burns. What was this other company’s name? Bechtel? 

Mr. Parrorr. Bechtel Corp. 

Mr. Burns. Did they make studies of the same type as Ebasco, or 
were those different ? 

Mr. Parrorr. Of the same type. 

Mr. Burns. Were they for the same projects? 

Mr. Parrorr. I believe that I stated before, Bechtel had the respon- 
sibility for the study on the Mountain Sheep site. Ebasco was to 
confer with them and consult with them in connection with that 
project. Ebasco had the main responsibility for the study of the 
Pleasant Valley site and Bechtel was to confer and consult with Ebasco 
in connection with that project. Morrison & Knudsen did all the 
drilling, set up the camps and maintained them, and also were to 
confer with both of the engineering firms in connection with their cost 
estimates on these projects. 

Mr. Burns. And were those studies that were made by Bechtel and 
by Ebasco presented to a meeting of the directors? 

Mr. Parrorr. Yes, sir. 

Mr. Burns, What happened? What was the decision ? 





yON- 
; to 
hat 
the 
isco 
the 
B tO 
cost 


and 


STUDY OF THE ANTITRUST LAWS 2201 


Mr. Parrorr. The decision was to file an application for license. 

Mr. Burns. On both projects? 

Mr. Parrorr. On both projects—well, it is one project; both 
developments. 

Mr. Burns. Did both companies have the same—both these engi- 
neering firms have the same recommendations with respect to these 
projects, or were they completely separate, so that there would be no 
alternatives between them? 

Mr. Parrorr. No; I believe they were in definite agreement, joint 
studies, so that they concurred, I believe, on all matters. 

Mr. Burns. In preparation for the meetings, I believe you said you 
prepared an agenda. 

Mr. Parrorr. Yes, sir; in consultation with Mr. Robinson, president 
of Pacific Northwest Power Co. 

Mr. Burns. And were there any meetings held in January of this 
year that you can recall? 

Mr. Parrorr. January of this year? 

Mr. Burns. Yes. 

Mr. Parrorr. Yes; January 17, in Butte, Mont. 

Mr. Burns. Were there any other meetings in January ? 

Mr. Parrorr. Of the board there were no other meetings that I 
recall. 

Mr. Burns. Were there any meetings of any committee of the 
directors or of the Pacific Northwest ? 

Mr. Parrorr. Yes, there were meetings, I believe, of the engineer- 
ing committee. 

Mr. Burns. Was there any meeting held on January 31? 

Mr. Parrotr. Board meeting, are you talking about? 

Mr. Burns. Any kind of a meeting of Pacific Northwest Power Co. 

Mr. Parrort. I do not recall any. Let me see if the minutes here 
show any. I do not recall any board meeting. 

Mr. Burns. I said board or any other kind of meeting. 

Mr. Parrorr. Oh, there could have been an engineering committee 
meeting. 

Mr. Burns. For what type of meetings would you prepare an 
agenda ? 

Mr. Parrorr. I would prepare an agenda in consultation with Mr. 
Robinson, for the board meetings. 

Mr. Burns. Did you prepare an agenda for any other kind of 
meeting except the board meeting ? 

Mr. Parrorr. Yes. I believe I prepared 1 or 2 agendas in con- 
nection with the public relations committee, and I, undoubtedly, have 
prepared 1 or 2 agendas for the engineering committee meetings. 

[ might help to clarify this somewhat. There is, of course, the 
board of directors of the Pacific Northwest Power Co. Then there are 
these committees—the engineering committee, an accounting com- 
mittee, and there is a public relations committee. These committees 
are made up of representatives of the four companies: Pacific Power 
& Light Co., the Portland General Electric Co., the Washington Water 
Power Co., and the Montana Power Co. These respective com- 
mittees, engineering committees, for example, directed the work, all 
the policies and everything involved in connection with engineering, 
the work of the engineering firms, Ebasco, Bechtel, and Morrison and 
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Knudsen. The accounting committee, in connection with the account- 
ing matters in connection with the Pacific Northwest Power Co., they 
directed its effort. The public relations committee, made up of these 
representatives, directed all of its activities. 

Mr. Burns. At these meetings, did you have regular procedure for 
calling meetings to order, and making a note who was present and 
keeping minutes of these meetings other than the directors’ meetings? 

Mr. Parrorr. Other than the directors’ meetings / 

Mr. Burns. Yes. 

Mr. Parrorrt. I believe there was some kept. I believe there was 
some kept. 

Mr. Burns. I mean for these meetings which were considered im- 
portant enough. 

Mr. Parrotr. Of these committees, yes. 

Mr. Burns. Whenever there was an agenda prepared. Did you 
act as presiding officer at any of these meetings? 

Mr. Parrorr. Did I act as presiding officer? 

Mr. Burns. Yes. 

Mr. Parrorr. No, sir. 

Mr. Burns. Do you know a person named Bonin? 

Mr. Parrorr. Yes. 

Mr. Burns. Who is he? 

Mr. Parrorr. He is the engineering coordinator. C. C. Bonin is 
the coordinator for the engineering committee, and works under the 
direction of the engineering committee made up of the people I just 
spoke about. 

Mr. Burns. Is he an employee of Pacific Northwest? 

Mr. Parrorr. No, sir; there are no paid employees of Pacific North- 
west Power Co. C. C. Bonin is an employee of Ebasco Services 
loaned to the group out there to coordinate the activity of their engi- 
neering committee and acting under its direction. 

Mr. Burns. In connection with the discussions of these engineer- 
ing groups, was there any consideration of the type of dam “which 
might be built at Mountain Sheep? 

Mr. Parrorr. Type of dam? 

Mr. Burns. Yes. 

Mr. Parrotr. Yes; they studied a high dam and they studied a 
low dam. The low dam, after the geologists and others studied it, 
they gave it up as not being prudent. There were studies as to 
whether there should be an arch-type or gravity-type dam. 

Mr. Burns. Tell us briefly what difference it would make. Would 
it be a matter of dollars or capacity ? 

Mr. Parrorr. It is a different type of dam as far as capacity is 
concerned on any particular type there, but it would have the same 
amount of generating capacity. 

Mr. Burns. Since Mr. Bonin was an employee of Ebasco, would 
Ebasco be informed about these meetings that were going to be held by 
Pacific Northwest Power Co. to consider these engineering problems? 

Mr. Parrorr. He undoubtedly would inform them, because they 
were involved in a great deal of those meetings. 

Mr. Borns. Did he prepare any agenda for any of the meetings! 

Mr. Parrorr. He could have; I don’t recall of any. But he cer- 
tainly could have prepared agendas. 
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Mr. Burns. Did you prepare any for any of the meetings? 

Mr. Parrort. For any of the meetings ! 

Mr. Burns. Yes, sir. 

Mr. Parrorr Yes; I believe I prepared 1 or 2 in the early forma- 
tion of the engineering committee and also in the initial formation 
of the public-relations committee. 

Mr. Burns. Did you say you did not submit the agenda which you 
prepared to Ebasco? 

Mr. Parrorr. No, sir. 

Mr. Burns. And do you know whether Mr. Bonin submitted to 
basco any agenda that he had prepared ? 

Mr. Parrorr. I haven’t any idea. 

Senator O’Manonry. Were these plans written or oral? 

When you prepared an agenda, did you have it typed or did you 
just speak it out ? 

Mr. Parrorr. Oh, no; they were typed up, Senator. 

Senator O’Manonery. They were typed up? 

Mr. Parrorr. Yes, sir; copies of these agendas have been submitted 
to your investigators out there of all our board meetings. He has 
copy of them. I beheve they have them in the record here. 

Senator O’Manonry. I was just thinking how strange it was that 
written records were kept of these meetings and no written memo- 
randums were kept by you with respect to your participation in the 
merger activities of Washington Water Power. 

Mr. Burns. I would like to have marked as “Exhibit 70” a document 
consisting of six pages, entitled “Pacific Northwest Power Co., Agenda 
for Meeting on January 31.” 

(The document referred to was marked “Exhibit No. 70,” and will 
be found in the files of the subcommittee. ) 

Mr. Smirn. You must have several agendas there. 

Mr. Burns. This purports to be one. 

I show you this exhibit 70 and ask you whether you know what it is? 
Mr. Parrorr. I do not identify this. I don’t know who prepared 
this. 

Mr. Burns. Did you attend any meeting on January 31? 

Mr. Parrort. I certainly did attend this meeting. I was at this 
meeting, but I don’t recognize this agenda, and I don’t think any 
agenda like this was followed. 

Senator O’Manoney. Does it bear any reasonable resemblance to the 
agenda that was followed ? 

Mr. Parrorr. As to certain presentation in here, it very definitely 
does. But as toa lot of content, it does not. 

Mr. Burns. Would you indicate in any respect it appears to repre- 
sent the agenda that was followed ? 

Mr. Parrort. To start with, I called the meeting to order. 

Various parties were introduced who were there. 

Mr. Burns. Let me ask you at that point: You called the meeting 
toorder. Had you prepared an agenda for this meeting? 

Mr. Parrott. No, sir; I had not. 

Mr. Burns. Was any agenda followed at this meeting? 

Mr. Parrorr. No, sir; because they were all preparations made by 
the engineering companies. 

Mr. Burns. All right. Point out any other parts of the agenda 
which you recall having followed. 

67272—56—pt. 5——20 
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Mr. Parrorr. Well, this presentation on page 2: “Introduce ex- 
hibits.” All of that was discussed. 

Mr. Burns. Did Mr. Bonin participate in the discussion ? 

Mr. Parrorr. Yes. 

Mr. Burns. You notice under No. 4 it says: 


Bechtel presents its case. 
Then item (b) states: 
Ebasco presents its case. 


That might indicate that there was some difference in the cases, 
each one was recommending something different. Can you tell us 
what the facts were? 

Mr. Parrorr. No, I don’t recall at that time that there was any 
disagreement between them. 

Yes, there was a disagreement. I have refreshed my memory now. 
There was a disagreement between the concrete-arch and the gravity- 
arch dam, and I believe that that related to the Mountain Sheep proj- 
ect. That was before it was determined that geology would not permit 
a high type of dam. 

Also, as I recall, there could have been a disagreement as to the 
center overflow type of arch dam as contrasted with a side overflow. 

Mr. Burns. Was there any competition between Bechtel and Ebasco 
for any of the business that might result from a decision on this 
project ? 

Mr. Parrorr. None whatever. These were just studies to be made 
to determine what were the best types of developments to be made 
at these two sites, so that they could file an application for license. 

Mr. Burns. You notice under 4 (c) it says: 


Consultants testify Ebasco. 


It states several names, but under Bechtel, no names are stated. 
Did any of the persons listed under Ebasco testify at the meeting of 
January 31% 

Mr. Parrorr. There wasn’t any testimony at all. They expressed 
their opinions. Coyne was an engineer on the center flow. He told 
his story and showed pictures of various types he had been connected 
with. Marliave is a geologist. A. 'T. Larned and A. C. Clogher are 
civil engineers with Ebasco Services. 

Mr. Burns. It states under (d) : 


Recess while some selected individual drafts a summary statement of conclu- 
sions. (Tone of discussion will indicate if steps (d) and (e) are practicable.) 


On the next page, 3, it states: 


Reading and discussion of summary statement followed by vote on adoption. 
(Who votes?) 

Was there any vote at that time? 

Mr. Parrorr. Not to my knowledge was there any vote taken. 

Mr. Burns. And you have no knowledge of this document what- 
soever ? 

Mr. Parrorr. No, sir; I have never seen it before to my knowledge. 

Mr. Burns. Have you any idea of who prepared it, sir? 

Mr. Parrott. No, sir; I do not. 

Mr. Burns. Have you any idea why it was prepared ¢ 
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Mr. Parrorr. I would presume it was prepared for the meeting. 
Ly whom it was prepared, somebody who was going to attend the 
neeting. I had no knowledge of that. 

Senator O’Manonry. May I call your attention to the first page? 

Mr. Parrorr. Yes, sir. 

Senator O’Manoney. Under the heading “Programing of Meet- 
ing,” under the numeral 1, it states: 

Call meeting to order (would W. E. Parrott or C. C. Bonin do this?) 

You testified you presided. 

Mr. Parrort. Yes, I called the meeting to order. 

Senator O’Manonry. When you called the meeting to order, did 
you have any suggestions of an agenda in your mind ? 

Mr. Parrorr. Yes, sir, I did. 

Senator O’Manonery. From whom did it come? 

Mr. Parrorr. It came from myself, sir. 

Senator O’Manoney. Without advice or consultation from any- 
D4 dy @ 

Mr. Parrorr. Without advice and consultation. We had two engi- 
neering firms there to present their report. 

Senator O’Manonry. May I call your attention, then, to the very 
beginning of this memorandum. It starts with a note: 

Nore.—At the luncheon meeting yesterday certain important steps preliminary 
to the actual meeting were indicated as follows: 


1. Every effort should be made to see that a presentation of Ebasco agenda 
is the first to be made. 


> 


2. A definite selection of some one individual should be made to lead off by 
presentation of the Ebasco agenda and initial discussion. 

The suggestion which I first read : “Call meeting to order” (Parrott 
or Bonin), both of you being Ebasco employees, the agenda on this 
draft was successfully carried out with respect to the selection of the 
chairman. Do you wish the committee to understand that you were 
without any knowledge of the subject matter of this memorandum, 
ind that you acted wholly on your own? 

Mr. Parrorr. No, sir; I don’t mean to say the subject matter of 
iny part of this memorandum—these two engineering firms, Senator, 
had made studies, and they were making their presentations to the 
engineering committee. 

The first part of this, I don’t know who prepared this. I do recall 
that the engineering firms had a meeting on their own. They met 
the day previous to meeting with the engineering committee. Some- 
body, whoever attended that meeting, and I was not at that meeting, 
must have prepared this memorandum because they said that they had 
liseussions at the luncheon meeting the previous day. 

Senator O’Manonery. Who said it? 

Mr. Parrorr. I don’t know. 

Senator O’Manoney. You said they said it. 

Mr. Parrorr. This is part of the document. 

Senator O’Manoney. I see. I thought you were speaking of some- 
body who said it to you. 

Mr. Burns. I would like to have marked as exhibit 71 a document 
lated June 22, 1955, “Memo: The Idaho Generating Situation.” 

At the top left-hand corner, “Mr. K. W. Reece—Office.” 

It is signed by R. F. Penman. 





2206 STUDY OF THE ANTITRUST LAWS 


(The document referred to was marked “Exhibit No. 71,” and will 
be found in the files of the subcommittee. ) 

Mr. Burns. Do you know a Mr. R. F. Penman? 

Mr. Parrorr. Yes, sir; he is an employee of Ebasco Services. 

Mr. Burns. Do you know in what capacity he is employed? 

Mr. Parrorr. Yes,sir. He acts as general consultant for the Idaho 
Power Co., Utah Power & Light Co., and Minnesota Power & Light 
Co. 

Mr. Burns. Do you know Mr. K. W. Reece? 

Mr. Parrorr. Yes, sir. He is a vice president of Ebasco Services. 

Mr. Burns. Do you know Mr. W. Colquhoun ? 

Mr. Parrorr. Yes. 

Mr. Burns. Who is he? 

Mr. Parrorr. He is the engineering manager of Ebasco Services. 

Mr. Burns. By engineering manager, you mean he is one of the 
head engineers of the engineering department! ? 

Mr. Parrorr. He manages the « engineering department. 

Mr. Burns. The entire engineering department ? 

Mr. Parrorr. Yes. It is stated in that organization chart I gave 
you here. 

Mr. Burns. We will get that later. Then, Mr. H. K. Fairbanks; 
do you know him ? 

Mr. Parrorr. Yes, sir. 

Mr. Burns. Who is he? 

Mr. Parrorr. Yes, sir; he is also an Ebasco employee. 

Mr. Burns. In what capacity ? 

Mr. Parrorr. Project engineer, I am just informed. He is on this 
organization chart. I was just trying to find him here. 

Mr. Burns. Do you know Mr. R. A. Sutherland? 

Mr. Parrott. He is also an Ebasco employee. 

Mr. Burns. Mr. H. A. Melvin? 

Mr. Parrotrr. He is also an Ebasco employee. 

Mr. Burns. I would like to have marked as “Exhibit 72” a docu- 
ment consisting of eight pages, the first dated January 16, 1953, ad- 
dressed to Mr. J. E. Corette. 

(The document referred to was marked as “Exhibit No. 72,” and 
will be found in the files of the committee. ) 

Mr. Parrorr. He is president of Montana Power Co. 

Mr. Burns. It is signed C. N. Phillips. 

The second page is entitled “The Tennessee Valley Authority 
Situation.” 

Is Mr. C. N. Phillips an employee of Ebasco ? 

Mr. Parrott. Yes,sir. He is in charge of the research department. 

Mr. Burns. Those are all the questions I have of Mr. Parrott. 

Senator O’Manoney. Mr. Parrott, are you aware that Ebasco Serv- 
ices, Inc. rendered services to the Idaho Power Co. ? 

Mr. Parrott. Yes, sir. 

Senator O’Manonry. Do you realize, or do you know that the Idaho 
Power Co. has been involved in a controversy over the Hells Canyon 
Dam ? 

Mr. Parrott. Yes, sir. 

Senator O’Manonry. Do you haveacopy ofthis? Will you hand it 
to Mr. Parrott? 
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This is a memorandum which was prepared by R. F. Penman of 

basco Services, - employee, on the Idaho generating situation. 

Mr. Parrorr. I don’t think I am in a position to testify to this. 
Mr. Penman sent the memorandum to Mr. Reece. 

Senator O’Manoney. You know Mr. Penman? 

Mr. Parrorr. I know Mr. Penman and Mr. Reece, and I know the 
parties to whom copies were sent. 

Senator O’Manoney. If this were obtained from Mr. Reece’s office, 
it would be your judgment that it was a bona fide memorandum / 

Mr. Parrort. 1 would think so; yes, sir. 

Senator O’Manoney. I just wanted to identify it. Thank you very 
much. 

I will read the first paragraph of this memorandum, as follows: 


The Idaho battle for the three lower Snake River licenses continues. The 
FPC staff has recommended that all three licenses be issued to Idaho. Examiner 
Costello has recommended that the Brownlee license be issued to Idaho with the 
other two denied until Idaho needs the power from these projects. Review hear- 
ings are scheduled to start on June 27 on Costello's findings. The staff, Idaho 
and the intervenors, are all opposed to his findings. The Commission will not 
act until these review hearings have been completed. 

To confuse the issue and to gain more delay, Senator Morse and 29 other pro- 
public power Senators have introduced Senate bill No. 1333 under which the 
Federal Government would construct high head Hells Canyon. Similar bills 
have twice been defeated by the Congress and it is not believed that this one 
has any chance of approval. However, it is serving its purpose of slowing down 
final action on the part of FPC. 

I read this only because I want the record to show that although 
this committee does not have the time now to go into the Hells C anyon 
matter, this committee and the Senate Committee on Interior and 
Insular Affairs, which has jurisdiction of reclamation, is very much 
interested in the problem. It has before it the bill introduced by 
Senator Morse and 29 others, who are termed in this memorandum as 

“propublic power Senators,” and, of course, it is under obligation to 
vive consider: ation to the problems involved. 

The significance of this exhibit is that R. F. Penman, an employee 

f Ebasco Services, is linked in the Hells Canyon controversy, just 
as Mr. Parrott of Ebasco was linked in the steps taken to organize the 
Pacific Northwest Power Co., which, by the way, was examining de- 
signs for Mountain Sheep and Pleasant Valley projects, for which 
both the Corps of Engineers and the Bureau of Reclamation had made 
studies. 

I think it is in the public interest to have it known that the com- 
mittee will go into these matters at a later date. 

You have no further questions of this witness ? 

Mr. Burns. No. 

Senator O’Manoney. Mr. Parrott, we are obliged to you for your 
presence here. You are now excused. 

Mr. Parrorr. Thank you. 

Senator O’Manonry. How many more witneses have you ? 

Mr. Burns. I think with Mr. Walker’s examination this morning 
he covered the type of material that we would have asked from Mr. 
Gardner, so in view of the lateness of the hour, we do have a witness 
from the FPC, the General Counsel. I think we should hear from 
him before we close the hearing. I know you wanted to close it at 
5 o’clock. 
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Senator O’Manonry. We want to be fair. Mr. Gardner, do you 
care to testify ? 

Mr. Garpner. Yes; I would like to. 

Senator O’Manonry. Very good. You may come forward. I 
don’t want to cut you off the agenda. 

Mr. Burns. Senator, I may say this. Mr. Gardner was under the 
impression he was being called now for questioning. Mr. Gardner 
is ready and willing to testify and it is pretty much up to counsel and 
the chairman as to whether they want him to testify at this time. 
He is ready and willing. 

Senator O’Manoney. I was extending to him the same opportunity 
that was extended to Mr. Walker of making a voluntary statement if 
he wanted to. If he does not care to, that is perfectly satisfactory 
with me. 

Mr. Garpner. Now that I understand what you are saying, I think 
I would like to say a few words. 

Senator O’Manongy. But I want to say that I do have a question 
or two that I would like to ask you. 


TESTIMONY OF FREDERICK C. GARDNER, PRESIDENT, EBASCO 
SERVICES, INC., NEW YORK, N. Y. 


Mr. Garpner. I have a memorandum that covers the situation in 
the Northwest pretty thoroughly and briefly and would paint a true 
picture of this matter as I see it. 

Senator O’Manoney. You are entitled to present it. 

Mr. Garpner. Before I get to that, I would like to try to clear uj 


as well as I can Mr. Parrott’s position in the capacity of general con- 
sultant. It seems to me that he has failed to do justice to himself, to 
say the least. 

He is a very able man. I very much fear that I can’t paint the 
picture as clearly as I would like because of the way he operates. But 
in all fairness to him and to us, I think I can say to you that as a 
general consultant, his duties were as outlined in the beginning, to 
act as general liaison in coordinating the services being rendered by 
our company for his clients. That is a broad gage sort of thing 
and I don’t think any man can sit here and recall all the things that he 
did and all the things that he said, the recommendations that he made 
which were accepted and the recommendations which he made which 
were not accepted. 

He also has a very important job of working with his clients on any 
special problems that arise. It may seem strange to you and to this 
committee that he did not report regularly by the week or by the 
month at least to his supervising vice president. But is it true regard- 
less of how it sounds to this committee that he operates pretty much 
as a free lance to work with his clients. I have Seen in the capacity 
of president just a year and prior to that time I was in the engineer- 
ing construction part of our business which is 75 to 80 percent of it 
and I did have occasion to get into the part of the work he performs to 
a great extent. 

Tam quite familiar with the things that I think they do and I know 
he was a very busy man. He was handling most of his stuff on the 
telephone. He was talking back and forth several times a day to Mr. 
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Robinson, to Mr. McGee, who is president of Pacific Power & Light, 
and to Mr. Corret, but he was busy doing the things that they wanted 
him to do. 

It seems to me that I, as the president of Ebasco, or the vice presi- 
dent would be out of order if he was continually checking with Mr. 
Parrott; what are you doing for your clients, how do you handle it, 
how can we influence them? Because we don’t have any influence and 
we don’t try to. 

It is a service rendered at their request. As a matter of fact, Mr. 
Parrott was asked for by these three companies. At the time Putnam 
was the former general consultant, a very able gentleman of some 72 
years old when he retired. At that time we asked who they would 
like to have for a replacement and they asked specifically for Mr. 
Parrott. 

I conceive whether it is right or wrong that his duties are to his 
clients, and I hope that will explain to some extent what appears on 
this record as negligence or indifference on our part in following the 
situation. Certainly it is to be presumed that if he had any special 
problems that he thought his associates could help him with, whether 
it was another department or whether it was the officers, he would come 
tous. That is where he fits in out there. I knew generally what he 
was doing. I am sure he did. 

Senator O’Manoney. Do you know he was promoting the merger 
of Washington Water Power and Puget Sound ? 

Mr. Garpner. I don’t know that I can quite agree with the word 
“promoting”. I would say this, if his client, Mr. Robinson, asked him 
to do certain things in connection with it, in the way of passing out 
information, answering questions and inquiries as they came in, then 
in an attempt to bring about a merger that had already been agreed 
upon at one time certainly, that many able people thought was a fine 
thing from an economic standpoint and sound operation of a utilities 
system, I, today, would not construe it as an improper function for 
him under his job as general consultant to do what was proper, legal, 
and not unethical, let’s say, in the way of passing out this information 
to any interested parties. 

Senator O’Manoney. The questions I asked had nothing to do with 
the propriety or the ethics of the matter but merely to develop the 
facts. And the question which I asked him and which I have just 
asked you was whether or not you were aware that in his services for 
Washington Water Power, he was, as I said, promoting the merger. 
I will change the word “promoting” because you object to that word 
and I will say working toward the accomplishment of a merger. Did 
you know that? 

Mr. Garpner. The question is, Did I know it? 

Senator O’Manoney. Yes. 

Mr. Garpner. I did not know to what extent he was 

Senator O’Manoney. I am not talking about the extent. Did you 
know he was doing it? 

Mr. Garner. Will you give me a few words? I won’t beat around 
the bush on it. I have nothing and our organization has nothing to 
withhold. Weconsider that we are living in a glass bowl. If we have 
done something improper, there is nothing for us to hide. 
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Senator O’Manonry. I have not suggested that you did anything 
improper. 

Mr. Garpner. I want to qualify it a bit. I didn’t know how much 
he was in this thing. I don’t know now as a matter of fact, but I 
did know that he was talking to people on the telephone from time to 
time and that would be pretty much the extent of the knowledge that 
I had as to what he actually did. I was not following the merger my- 
self. It may seem strange to you that I was not inter rested in it. But 
as a matter of fact, our sole interest in this matter then and now so 
far as I am concerned was to do the job that our client requested us. I 
am not trying to labor that point but I am sincere in saying that our 
job, so far as Kinsey Robinson is concerned, is to carry out the request 
for services that our organization is well prepared to furnish. 

If it included talking to people who were interested in a merger, 
it was a part of Mr. Parrott’s job and I would agree to it had it been 
brought to my attention specifically. 

Senator O’Manonry. Were you here when Mr. Robinson testified ? 

Mr. Garpner. Yes, sir. 

Senator O’Manoney. Did you hear his testimony that he had sought 
to bring about a merger between these two companies before the stock 
of Washington Water Power had been distributed by the holding 
company ? 

Mr. Garpner. Yes, I did. 

Senator O’Manoney. Was that a fact or not? 

Mr. Garpner. I don’t know. That was sev “ye vears ago. I just 
don’t know and I would not know because as I said before, I was in 
the engineering and construction end and I was spending my time on 

that full time and I really have not ever gotten into the operating 
phases of the companies to any extent. 

Senator O’Manonry. Well, after you became president of Ebasco 
Services, did you become aware that this merger talk was going 
around ? 

Mr. Garpner. I did not realize there was so much talk going around 
as seems to have been the case. Maybe I should. I knew that maybe 
a merger was at one time all agreed to. I knew Mr. Robinson was very 
much interested in it. I understood generally that our people thought 
it was a very sound thing, economically. I knew we had made certain 
studies and that seemed to point that up. Beyond that I had no inter- 
est other than whether or not he was successful in carrying out some- 
thing that seemed of great importance to him. 

Senator O’Manoney. You were aware of it? 

Mr. Garpner. Yes, I was. I knew there was such a thing. 

Senator O’Manonry. And you were aware of the fact that your 
employee, Mr. Parrott, was engaged in it. To what extent you say 
you did not know. 

Mr. Garpner. That is correct. 

Senator O’Manoney. But you never felt that his activities in this 
respect was in any degree contrary to Ebasco’s policies? He repre- 
sented himself, you know, as having worked upon this without ever 
having reported in any way to Ebasco. I am just asking you whether 
the awareness that you had was such to cause you to feel that he was 
in any way stepping out of line in taking this action? 

Mr. Garpner. Well, you made a long statement there that I am 
not sure I could agree with. I am just not certain that Ido. I think 
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you made the statement that he had never reported to us and I don’t 
believe I agree with that. 

Senator O’Manoney. That is what he said. I don’t know. 

Mr. Garpner. I think Mr. Parrott was very much confused, Senator. 

Senator O’Manoney. Then you think he did report? 

Mr. Garpner. I don’t mean that—there was no formal report but 
I know he was in touch with Mr. Noppel on occasion. I know even 
I saw him occasionally back in his office. What constitutes reporting 
to us I don’t know. It was certainly no secret. Although I did not 
ask him to come in and report to me specifically on it, when I saw 
him anywhere I inquired how it was getting along. That was the 
extent of my interest. 

Senator O’Manonry. You saw nothing wrong in the matter? 

Mr. Garpner. So far as him carrying out the duties that his clients 
requested, that would not be inconsistent with the policy of Ebasco 
nor the duties assigned to that job. 

Senator O’Manonry. With respect to the organization of the Pa- 
cific Northwest Power Co. and his election as secretary, I asked 
him if when he was elected secretary, he severed his connection with 
Kbasco. He said he did not have any comments to make about that. 

Mr. Garpner. At this point if you will permit me in the interest 
of saving time to give you as quickly as I may what I consider to be 
a true factual picture of the situation in the Pacific Northwest. This 
was prepared for me to give me the story so I might testify as accu- 
rately as I could. 

Senator O’Manonry. Before we leave the Puget Sound, may I not 
ask you this question? If the merger had been consummated and 
Puget Sound had been merged with W ashington Water Power, would 
that not have broadened the area of the services that Ebasco renders 
in the Northwest ? 

Mr. Garpner. I could not say that, Senator, for this reason. I 
believe it is known that Stone & Webster have worked for Puget Sound 
for years and with all the fuss that is being made over what we have 
(lone, I am very curious to know who was doing the same thing for 
Puget Sound. They could not have been going ahead with this matter 
blindly wondering whether the merger was sound, whether there were 
power benefits. 

There must have been somebody doing it. But answering your 
question, I would not know whether Stone & Webster would have 
gotten that work or not. 

Senator O’Manoney. So far as you are concerned. 

Mr. Garpner. If you will permit me. 

Senator O’Manonery. I don’t want to interrupt you. 

Mr. Garpnrr. That would be the first consideration. 

Secondly, our first consideration on that job and on any other job 
is to do it the very best that we can for the client who engages us. 

Our business must stand or fall on our reputation for the quality 
of work that we do. Anytime in making a study of that sort that our 
engineers take into account the possibilities of advantage to us, then 
we are on the way out of business of our own accord and would de- 
serve it. I think we make studies every day that involve a decision 
whether or not to go ahead with a job that might well benefit us. 1 
could state if I had the time a number of cases that I know of where 
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we have come up with the wrong recommendation so far as us getting 
a job. 

If I might be personal a moment, it so happened about a year ago, 
in a little section in Fortune magazine, how it got there I don’t know, 
my picture appeared to my embarrassment with a heading, “Dream 
Punctured by Ebasco.” That dream was a steel mill in New England 
that they had tried to build for years. Something in the order of $250 
million, which wasadream. It was revived a year or two later and we 
were brought in and we could not even justify a $50 million building, 
and that was what this thing meant—dream punctured. 

Senator O’Manoney. It was not your dream; it was the dream of 
somebody else that you punctured ? 

Mr. Garpner. That is right. If we had found that was a sound 
venture, we would have hoped to do that job. 

I think I must take the time to do this, to tell you this; one of the 
first jobs after we hung our shingle out and went to work for our- 
selves. It was not a big job, it was the first job, it meant a great deal 
to us. 

Senator O’Manoney. Of whom are you speaking? 

Mr. Garpner. Ebasco. In 1942 we decided we could work for other 
people. 

Senator O’Manoney. You are speaking of what happened after 
1942. 

Mr. Garpner. The first one was the Treasury Department here for 
a power plant that went to Russia. The first real opportunity to break 
away and get into something was a job to make a study whether or not 
an existing second-hand boiler in the Essex plant in New Jersey could 
be stepped up in pressure and capacity and shipped to Texas and save 
the installation of a new boiler in the interest of saving material for 
the war. It would have been about a fifty- to seventy- five-thousand- 
dollar job for us. 

The first step was to make a study to determine what materials 
would be required, what the cost would be to see whether it was justi- 
fied. U nfortunately, after completing our study our conclusion was 
that the new material required to make the changes would equal prac- 
tically the same material as a new boiler and it was hardly justified 
and on the strength of our recommendation the idea was discarded and 
we were without a job. I could cite dozens of cases where that has 
happened. 

Senator O’Manonry. Applying the suggestion to the instant case, I 

take it that you are suggesting to the committee that you had no ob- 
jection to the services that Mr. Parrott was rendering with respect to 
the merger, even though the eventuality should be that Frank Me- 
Laughlin and not Kinsey Robinson would dominate the merged com- 
pany and Stone & Webster would get the service job instead of Ebasco. 

Mr. Garpner. What is your question that I would not object? 

Senator O’Manoney. That you did not regard the services of Mr. 
Parrott as at all out of line even though it should result in creating 
a merger which would turn the business to one of your competitors. 

Mr. Garpner. If I understand your question, would it have been 
all right with us for him to help promote this merger and then to 
find that Puget Sound was on top and we lost the business, it would 
have been perfectly all right because he was requested by his client. 
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It may be difficult for you to believe such a statement, but I want to 
assure you and emphasize to you that as a professional organization 
that is the way we operate. 

This paper mill in India came to us through Westinghouse. When 
we negotiated first, we were going to work for them, but it was decided 
to deal with them direct. We purchased a motor for the paper ma- 
chine from GE because our engineers thought that was the best motor 
to buy for that mill, because it was going a long ways to India and 
we ought to get the best one we could. I don’t have to tell you what 
a difficult situation it would be to buy something from the competitor 

f Westinghouse when they had brought us the job. It happened a 
second time on a transformer. I discussed it with our president 
ind there was a little difference in price. He said we must understand 
when we take a job for a client we are working for that client and 
nobody else. We are going down the middle of the road whether it 
hurts us, we are working for our client. 

That is where we stand as to any benefit accruing to us. It never 
occurred to me, and I would be ashamed to admit it if I did. 

Senator O’Manonry. Did Ebasco have any plan in mind at any 
ime for the activities of Mr. Parrott with respect to the Pacific 
Northwest merger ? 

Mr. Garpner. Well, again if you let me read this statement, then 
I think we can save time. 

This will tell the story, and I will be glad to answer any questions. 

In the fall of 1953, the presidents of several of the utilities in the 
Pacific Northwest concluded that substantial savings might be real- 
ized if the individual systems were to develop, as joint ‘enterprises, 
potential hydroelectric developments which were too large to be de- 
veloped economically by any single company. 

Ebasco was requested to provide the technical and engineering per- 
sonnel required to assist in analyzing and evaluating a number of 
potential hydroelectric sites, including the preparation ‘of preliminary 
design layouts and estimates of probable cost. 

A “three- -man team headed by Mr. S. B. Smith was sent to the North- 
west for a period of about 6 months. In addition, an estimator was 
-upplied from time to time. 

The work of the team was directed by an engineering committee 
that included an engineering representative of each of the interested 
itilities. The staffs of the client companies themselves undertook to 
perform certain phases of the work. This engineering committee 
ind the Ebasco team presented periodic progress “reports to the presi- 
dents of the client companies at meetings that were held for this pur- 
pose every month or so. 

Then we list some jobs that were studied. I will pass over that in 
the interest of saving time. As a result of the studies, four of the 
ompanies, namely: Pacific Power & Light, the Washington Water 
Power, the Montana Power, and Portland General Electric, in April 
1954, formed and incorporated a company named the Pacific North- 
west Power Co., for the cooperative development of large power un- 
dertakings in the Northwest. 

W. E. Parrott, an Ebasco employee, is temporarily acting as its 
ecretary. He receives no salary from the Pacific Northwest Power 
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Co. Part of his duties consist of coordinating the various sections 
of the work now underway. 

I would just like to stress to you, sir, because I don’t think that has 
been mentioned, in this testimony, that he was put into that job 
strictly on a temporary basis. 

[ was told by Mr. Robinson and Mr. McGee in the middle, in the 
latter part, of March that he would probably be coming back in April; 
no later than the Ist of May was our understanding. 

He did not come back and the next time I saw Mr. Robinson in 
New York he said, “I want to get him back because we don’t want to 
stand in his way by keeping him out there too long.” 

[ said, “Kinsey, our sole purpose is to give you the best service we 
can; if you need him longer, that is all right. We will be glad to have 
him back any time. He ought to be here and I think we can serve you 
better in your regular problems.’ 

I asked him why he had not come back. He said, “We haven’t yet 
been able to agree on a man to replace him. He was placed in that 
job originally because the company was just starting and they did not 
know whether they were going to go ahead or not. Mr. Robinson was 
president and he had to have someone to carry out the things he 
wanted done in the early stage.” 

This is going on and he is still acting temporarily as secretary. 

Following the incorporation of the company, preliminary permits 
were requested on Bruces Eddy and Penny Cliffs. Later the North- 
west Power Co. decided to file applications for FPC licenses for the 
Pleasant Valley and Mountain Sheep sites on the Snake River. 

Members of the Ebasco staff, together with members of the staff 
of Bechtel Corp., have been working with the staff of the client com- 
panies on the preparation of the drawings and other material required 
in connection with the applications. 

An Ebasco man, C. C. Bonin, was requested by the Northwest 
Power Co. to act as coordinator of the work of the 2 engineering com- 
panies, Ebasco and Bechtel, M—K and the 4 company engineering 
organizations. He reports directly to the engineering committee, 
made up of the chief engineers of the participating companies. He 
exercises no authority. 

And I would like to have you know that Mr. Bonin had been 
brought back from Japan at great difficulty to us to take over the 
job of our chief civil engineer. We had to take a man out of Greece 
and send him to Japan for 3 months to brief him on that job and pull 
Mr. Bonin back; and 3 or some weeks after he got back and was 
appointed to the new job, we were asked to supply ‘him in this situa- 
tion in the Northwest. That is one of the things that did come to my 
attention in this matter, and we had a very serious problem, Just 
what are we going todo? We have to put somebody in that job. Our 
conclusion was that this was one of the et important things that Mr. 
Robinson had encountered in many a year. I am sure that there could 
be no other decision than that he had to we out there and fill in on that 
job as long as they wanted him, so we have been limping along as best 
we could. 

_ Those are the facts and that is how difficult it was for us to really do 
it. 
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So far as what we get out of it, it is just a per diem charge for his 
services. 

The electric companies in the Northwest pioneered in the inter- 
connection of their systems and Ebasco participated in the studies. 
T will, I think, come right down to the Northwest power pool. In 
March 1941, six of the interconnected companies decided to form a 
pool to coordinate the operations of their production and transmis- 
sion facilities. These companies were Northwest Electric, Pacific 
Power & Light, Washington Water Power, Montana Power, and Utah 
and Idaho. Pooled operations were controlled by an operating com- 
mittee consisting of operating representatives of six participants. Ar- 
rangements were made to provide a small staff of consultants to assist 
the operating committee. Ebasco was requested to provide the per- 
sonnel qualified to render such consulting services. 

In 1942 the War Production Board issued Order L-94, directing 
utilities throughout the United States to cooperate with one another 
to the end that maximum warloads might be carried. 

In the Pacific Northwest this led to the formation of the Northwest 
power pool, which embraced all of the major utility systems in the 
region, including the Bonneville Power Administration and the mu- 
nicipal systems of Seattle and Tacoma. 

The cooperative arrangement, known as the Northwest power pool, 
was of great value in the war effort, as a large part of the Nation’s 
aluminum supply was dependent on the additional power supply re- 
sulting from the coordinated operation of all individual systems in 
the region. 

Participation in the northwest power pool, which is entirely vol- 
untary, has proved so satisfactory and beneficial that no utility sys- 
tem withdrew from it even after War Production Order L-94 ex- 
pired. In fact it now includes one of the Canadian systems. 

At the present time, the pools’ main objective is at all times to 
carry the maximum amount of firm and interruptible load with the 
facilities available through coordinated operations of all facilities 
in the region, irrespective of ownership. The pool is still managed 
by an operating committee which consists of a representative of each 
of the 11 major utility systems named above. Major functions of the 
operating committee is the planning of coordinated operation, a year 
or more in advance, usually referred to as the operating program. 

The operating program reflects the results of analyzing data for- 
warded by each system as to anticipated loads for the next 2 years, 
new construction as scheduled by the participants for a 2-year period, 
schedules of maintenance and other technical data as to stream flows 
and plant characteristics. The work of preparing these analyses is 
done under the direction of the operating committee by the Ebasco 
group assigned to the power pool. 

At the present time the benefits of the pool are equivalent to over 
600,000-kilowatts of dependable capacity. This means that all of the 
electric consumers of the Pacific Northwest benefit in that the pool 
makes it possible to carry the regional load with power resources some 
600,000 kilowatts less than would be needed if these 11 systems oper- 
ated individually. This reduction in required installed generating 
apacity represents a savings of at least $150,000,000 of investment. 

The individual shares of this benefit are represented by the amount 
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of secondary energy each participant converts to prime power by 
reason of the pooled operation, and the diversity between the peak 
loads. 

I just have a half a page here on Idaho Power and I am through. 

When the license application of Idaho Power Co. to develop the 
600 feet of head in the so-called Hells Canyon area of the Snake River 
became active in 1953, the company called upon Ebasco Services for 
assistance in connection with various phases of Idaho’s presentation. 

Layout drawings for the Oxbow project were prepared jointly by 
Ebasco engineers and the staff of the Idaho Power Co. The layout 
drawings for the Brownlee and Hells Canyon projects were prepared 
by Idaho Power Co. A. T. Larned, then chief civil engineer of 
E:basco, reviewed these layouts and also reviewed Idaho’s proposed 
construction schedule for each of the three plants. He subsequently 
testified at the FPC hearing as to the adequacy of the proposed designs 
and the reasonableness of the proposed construction schedules. 

Subsequently Mr. Larned and several members of his staff were 
requested by Idaho’s attorneys to furnish technical and engineering 
assistance in connection with cross-examination of witnesses involving 
matters of hydraulic and structural design and estimates of probable 
construction costs. 

All these services were rendered at the request of the client and that 
was our sole interest in that. 

Mr. Boonr. May I see that, Mr. Gardner? Mr. Gardner will 
furnish copies of this statement as he read it to the committee. 


Senator O’Manonry. I have no questions to ask you, Mr. Gardner. 
I felt it was only fair to you to give you the opportunity to make 


this presentation. I felt confident that you would desire it and, 
inasmuch as Mr. Walker had the opportunity this morning, I wanted 
to give you the opportunity tonight. 

Mr. Garpner. I was certainly very much disappointed that I did 
not have a chance to appear before Mr. Parrott, because I think in all 
honesty most of the questions that you asked him should probably 
have been addressed to me. 

Senator O’Manonry. No, he was on the firing line, Mr. Gardner, 
not you. 

Mr. GarpDNER. I mean, the matter of charges and buildings and such 
things as that. He actually is not familiar with that. I would have 
been very glad to put the whole thing in the record. I hope I may 
have a chance to put in this record all the services we render. We 
think we have very fine services. 

Senator O’Manoney. When we get into Hells Canyon, maybe we 
will have the opportunity. Mr. Burns, do you have any questions? 

Mr. Burns. No further questions. 

Senator O’Manoney. Mr. Gardner, you are excused. 

Mr. GarpnerR. Thank you very much for permitting me to testify. 

Senator O’Manoney. We are grateful to you for having come. 

Sorry to keep you so long. 

Mr. Burns. We ask the General Counsel of FPC, Mr. Willard W. 
Gatchell to come over and testify with respect to the authority which 
that agency has over mergers in the utilities field. 
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STATEMENT OF WILLARD W. GATCHELL, GENERAL COUNSEL, 
FEDERAL POWER COMMISSION, ACCOMPANIED BY HOWARD 


WAHRENBROCK, CHIEF, DIVISION OF ELECTRIC POWER, FED- 
ERAL POWER COMMISSION 


Mr. Burns. Mr. Gatchell, the committee would like to have from 
you as General Counsel of the FPC or from any of your legal asso- 
ciates who are with you an explanation of the nature and scope of the 
provisions of the FPC Act relating to mergers of electric utilities, 
and a discussion of the standards which have been applied by the Com- 
mission in administering those provisions. 

Mr. Garcnen.. Mr. Chairman, when counsel asked us for our pres- 
entation here we told him we would give him anything we had. He 
did not seem very definite as to just what it was he w wanted, and so 
I will try to give you our understanding of what the FPC does. 

Part II of the Federal Power Act was added in 1935 by the Public 
Utility Act of that year, which also provided for regulation of utility 
holding companies by the Securities and Exchange ‘Commission. 

The Public Utility Act was designed to provide full and effective 
regulation of those companies and interests which the Federal Trade 
Commission had shown to have been engaged in uneconomic and un- 
wholesome practices. 

The holding companies were placed under the Securities and Ex- 
change Commission for the purpose of dissolution, whereas the operat- 
ing electric utility companies engaged in interstate commerce were 
ple aced under the regulation of the Federal Power Commission for 
continuing supervision and control and, in appropriate situations, for 
integration. 

The regulation assigned by Congress to the Securities and Exchange 
Commission over holding companies differs in essential purpose from 
the regulation assigned by Congress to the Federal Power Commis- 
sion over interstate ‘electric operating companies. 

The breakup of holding company systems was deliberately sought 
in order to remove and prevent centralized control and influence. 

On the other hand, the close supervision and integration of inter- 

state electric operating companies was also sought under the Federal 
Power Commission because of the many economic and operating 
advantages. 

With the advent of high-voltage transmission circuits and other 
improvements in the art of generating and transmitting electric 
power, the interconnection and. integration of groups of generating 
plants and load centers was found to provide lower ov erall costs and 
better efficiencies than the operation of isolated units serving the same 
areas, 

Sonsequently, the Federal Power Commission not only closely 
supervises and controls interstate electric operating utilities, but wher- 
ever it is in accord with the principles of the Power Act and in the 
public interest it promotes interconnection and integration of those 
companies as fully as possible, whereas the Securities and Exchange 
Commission acts to prevent holding company influences and abuses. 

Part II of the Federal Power Act embodies a comprehensive scheme 
for the regulation of electric utilities engaged in interstate commerce. 
The policy is to extend Federal regulation to matters which cannot be 
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regulated by the States and also to exert Federal authority to 
strengthen and assist the States in the exercise of their regulatory 
powers. 

In general, the regulatory provisions of the act apply to persons 
owning and operating facilities for the transmission of electric energy 
in interstate commerce or for the sale of electric energy at wholesale 
in interstate commerce, with certain exceptions—for example, facili- 
ties used in local distribution. 

Provision is made for the encouragement of voluntary intercon- 
nection and coordination of facilities: for compulsory interconnec- 
tions under certain circumstances, for authorizing transmission of 
electric energy from the United States to a foreign country when it 
will not impair the sufficiency of electric supply within the United 
States or impede or tend to impede coordination of facilities; for the 
approval of the transfer of assets, under certain conditions, involving 
companies subject to the jurisdiction of the Commission; for the 
approval of the issuance of long-term securities in accordance with 
specific standards, and for the scrutiny of the issuance of short-term 
securities, involving companies subject to the jurisdiction of the 
Commission where the companies are not organized and operating in 
a State under the laws of which its security issues are regulated by a 
State commission. 

Further provisions apply to the charging of just, reasonable, non- 
discriminatory, and nonpreferential rates in connection with the 
transmission or sale of electric energy, subject to the jurisdiction of 
the Commission, and to the furnishing of proper, adequate, and 
sufficient service in the interstate transmission or sale of electric 
energy. 

Part III of the act provides for the prescribing and enforcement 
of compliance with a uniform system of accounts by licenses and 
interstate electric utilities, reclassification of accounts, regulations 
of depreciation, and like accounting matters, and the furnishing of 
necessary reports and information. It also requires approval of the 
holding of interlocking positions in the companies subject to the 
jurisdiction of the Commission. 

I might say in that connection, Senator, that the Commission has 
used that effectively just recently in denying authorization for inter- 
locking holdings sought by Edward Boshell, John P. Wagner, and 
William J. Froelich in the orders which were issued on August 8 in 
those cases. I point that out because it has something to do with this 
whole merger problem and all of this which I am outlining briefly to 
the committee is centered around the thought of what we have to do 
with respect to mergers. 

The act also requires approval of the holding of interlocking posi- 
tions in securities underwriting companies and electrical equipment 
supply companies when neither public nor private interests will be 
adversely affected thereby. 

Part III also contains provisions for the hearing of complaint 
cases, the instituting of investigations, conduct of hearings, and the 
review of commission orders by the courts. 

Provision is also made for investigations regarding the generation, 
transmission, distribution, and sale “of electric energy, how ever pro- 
duced, throughout the United States. 
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The Commission is directed to secure and keep current information 
on these and other aspects of the electric utility industry and their 
relation to the development of navigation, industry, commerce, and 
the national defense. 

Those generally are the purposes that have to bear upon this prob- 
lem but we thought that possibly your inquiries might go directly to 
those merger cases that had been passed upon by the Commission. 
You will find only in those opinions a complete statement of those 
things the Commission has considered as bearing upon the question of 
mergers. 

[ regret that we have not had someone here at the hearings during 
the sessions that have preceded so we do not know just what questions 
you have been going into. Otherwise we might point our responses to 
your inquiry a little more directly but Mr. Wahrenbrock, Assistant 
General Counsel who has been in charge of merger applications in 
the Bureau of Law, is here and if there are some special questions 
about your problems, of course, we will be glad to give you anything 
we can. 

Senator O’Manonry. Do you have any questions, Mr. Burns? 

Let me say that this is an illuminating paper that you have pre- 
sented. It clearly states a point of view. But as I understand it, 
briefly summarized, your position is that with the improvement. of 
technology, there comes a time when mergers may be necessary in the 
public interest. 

Mr. Garcuett. In the operating companies, sir. 

Senator O’Manoney. In the operating companies and where such 
mergers do not promote monopoly, they may be approved by the 
Commission but you do not intend at least to violate or to wander away 
from the provisions of the Utility Holding Act which was designed, 
to use your words, to prevent the abuses of holding companies and 
monopolistic arrangements. 

Mr. Garcueti. Yes, sir. But Senator, I wish to point out—and 
you are precisely right in your statement—that the Commission is 
very strictly bound by what Congress prescribed in part IT or the 
entire Federal Power Act but especially in parts II and III in this 
connection but that there are many aspects of this which do call 
for the Commission to provide monopolistic services; operating com- 
panies should not compete so as to prevent efficient and economically 
financial feasible services in a particular area, so the Commission does 
look to that phase of it and there are times when it does and I think 
is required under the act to consider the effect of practices of that sort 
with respect to monopolies. 

The monopoly to which you were addressing your remarks, I take 
it, was more the monopoly of the centralized influence of the holding 
company. 

Senator O’Manoney. Yes, of course, and what you are talking 
about is the awarding of exclusive jurisdiction to a new company. 

Mr. Gatcuetn. Yes, sir. 

Senator O’Manonry. Which does not carry with it any abuses effect- 
ing free enterprise and competition. 

Mr. GatcHEeLi. That is the point; yes, sir. 

Senator O’Manonry. There are many questions which we could ask 


# but there is no sense in going into them tonight because we have the 


67272—56—pt. 521 



















2220 STUDY OF THE ANTITRUST LAWS 


FPC with us all the time and we will have opportunity to see you 
again undoubtedly ; particularly when we go into Hells Canyon. 

Mr. Garcue tt. I anticipated that. 

Senator O’Manoney. I have here by transmission from the Secu- 
rities and Exchange Commission two documents which I think should 
be made a part of the record. In view of the fact that a good part of 
the testimony which has been adduced here has had to do with the 
solicitation of proxies or of declarations or consent in the nature of 
proxies, the first document which will be numbered 73 is a release by 
the SEC on Thursday, May 5, 1955, entitled “Proposal to Adopt Rule 
X-14B-1 Under the Securities Exchange Act of 1934.” This docu- 
ment contains section 14B of the act and its provisions with respect to 
proxies. 

(The document referred to was marked “Exhibit 73” and will be 
found in the files of the committee. ) 

Senator O’Manonry. The next exhibit will be exhibit 74. It isa 
release by the SEC dated August 23, 1955. It is entitled “Proposed 
Amendment of Proxy Rules.” 

As the title indicates it contains the proposal issued by the Secre- 
tary of the SEC for a new rule governing the solicitation of proxies. 
No action has as yet been taken by the SEC upon this proposed rule 
but it will be of interest to the members of the committee and to all 
who read this record. 

Is there any other? 

Mr. Burns. That is all we have. 

(The document referred to was marked “Exhibit 74” and will be 
found in the files of the committee. ) 

Senator O’Manonery. We are very happy to excuse you, sir, at this 
late hour. 

Mr. Gatcne.t. Thank you, sir. 

Senator O’Manonry. The committee stands in adjournment at the 
call of the Chair. 

(Whereupon at 6:15 p. m. the hearing was adjourned, subject to 
the call of the Chair.) 

(The following material was supplied for the record :) 


UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 


MEMORANDUM OF LAW ON SECTION 203 OF THE FEDERAL POWER PROJECT 


This memorandum undertakes to explain the nature and scope of the pro- 
visions of the Federal Power Act relating to mergers of electric utilities and 
to discuss the standards which have been applied by the Federal Power Commis- 
sion in administering those provisions. 


I. THE PROVISIONS OF THE FEDERAL POWER ACT FOR THE REGULATION OF MERGERS 


The provisions of the Federal Power Act for the regulation of mergers appear 
in Section 203 of Part II of that Act, which reads as follows: 

“Sec. 208. (a) No public utility shall sell, lease, or otherwise dispose of the 
whole of its facilities subject to the jurisdiction of the Commission, or any part 
thereof of a value in excess of $50,000, or by any means whatsoever, directly, or 
indirectly, merge or consolidate such facilities or any part thereof with those of 
any other person, or purchase, acquire, or take any security of any other public 
utility, without first having secured an order of the Commission authorizing 
it to do so. Upon application for such approval the Commission shall give 
reasonable notice in writing to the Governor and State commission of each of 
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the States in which the physical property affected, or any part thereof, is situated, 
and to such other persons as it may deem advisable. After notice and op- 
portunity for hearing, if the Commission finds that the proposed disposition, con- 
solidation, acquisition or control will be consistent with the public interest, it 
shall approve the same. 

“(b) The Commission may grant any application for an order under this sec- 
tion in whole or in part and upon such terms and conditions as it finds neces- 
sary or appropriate to secure the maintenance of adequate service and the 
coordination in the public interest of facilities subject to the jurisdiction of the 
Commission. The Commission may from time to time for good cause shown make 
such orders supplemental to any order made under this section as it may find 
necessary Or appropriate.” [49 Stat. 849, 16 U. S. C. 824b] 

The terms “public utility” and “public interest” as used in this Section require 
some explanation. 

“Public utility” has a special, limited meaning in Parts II and III of the 
Power Act. Broadly speaking, it means an electric utility having facilities for 
the transmission or sale at wholesale of electric energy in interstate com- 
merce. Thus the regulation provided by Section 203, like the rest of Part II, 
is based on Federal jurisdiction over interstate commerce in electric energy, as 
distinguished from the regulation of hydro-electric projects by licensing under 
Part I of the Federal Power Act which is based upon Federal jurisdiction 
over navigable waters and public lands of the United States., 

It should be noted that under Section 203 the “public utility’? which is regu- 
lated may be either disposing of, or merging, facilities and a merger may include 
what is, in effect, an acquisition of facilities. Pennsylvania Electric Co., 9 
F. P. C. 91, affirmed on other grounds, 188 F. 2d 763 (CA3)." 

The term “public interest” as used in Section 203 is not some broad and un- 
channelized concept of the general welfare but means the particular conception 
of the public interest which is manifested by the Act’s several regulations, with 
their applicable standards, and by the purposes of the legislation as a whole. 
N. Y. Central Securities Corp. v. U. 8., 287 U. 8. 12, 24-25 (1932). A brief ref- 
erence to a few of the provisions of the Federal Power Act will indicate the 
concept of “public interest” which is embodied in that Act and show that in 
making such “public interest” the criterion for appraising mergers Congress did 
not intend hostility to mergers as such; in fact, under some circumstances they 
are favored and even encouraged. 

Section 201 (a) is a declaration of policy that the Federal regulation pro- 
vided is to supplement State regulation. This reflects recognition of the fact 
that the electric utility industry is, in large measure, local production of electric 
energy and its retail distribution and sale, usually conducted under local fran- 
chise or certificate of convenience and necessity, and largely the subject of local 
regulation. That business is for practical purposes a legal monopoly, relatively 
few consumers having any choice as to utility from which they can purchase 
central station electric service, and there being, for most customers, no satisfac- 
tory substitute for such service. 

Several provisions of the Act seek to bring about interconnections between 
electrie utilities and the coordination of the generation of electric energy. Thus, 
under Section 202 (a) the Commission is te promote and encourage such inter- 
connections and coordination for the purpose of “assuring an abundant supply 
of electric energy throughout the United States with the greatest possible econ- 
omy and with regard to the proper authorization and conservation of natural 
resources.” Section 202 (b) authorizes the Commission to order interconnec- 
tions between utilities and the rendering of wholesale service, under certain 
conditions, while Section 202 (c) gives the Commission very broad powers to 
issue such orders during the continuance of any war or in an emergency. 

But this concern of the Act to promote interconnections and coordination is 
coupled with numerous provisions for the regulation of corporate and financial 
practices to correct abuses of the kind that flourished during the 1920’s and 
prevent their recurrence. The nature of those abuses had been extensively 
documented in the Federal Trade Commission’s comprehensive report on the 


utility industry, printed in 101 volumes as Senate Document 92, 70th Congress, 
ist Session. 


1 Disposition, or acquisition, or both, are exempted by Section 318 from Section 203 if 


subject to SEC regulation. The great bulk of the mergers in the industry has probably 
fallen within SEC’s jurisdiction thus far. 
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Amoi: the specific provisions of the Power Act directly aimed at such abuses 
in Section 305 (a), prohibiting insiders’ profits by making it “unlawful for 
any official or director of any public utility to receive for his own benefit, directly 
or indirectly, any money or thing of value in respect of the negotiation, hypothe- 
cation, or sale by such public utility of any security issued or to be issued by 
such public utility, or to share in any of the proceeds thereof * * *.” 

The same Section also makes it unlawful “to participate in the making or 
paying of any dividends of such public utility from any funds properly included 
in capital account.” 

Section 305 (b) prohibits the holding of interlocking positions as officer or 
director among public utilities, security underwriters, and electrical equipment 
supply companies “unless the holding of such positions shall have been auth- 
orized by order of the Commission, upon due showing in form and manner 
prescribed by the Commission, that neither public nor private interests will be 
adversely affected thereby.” 

Section 301 and Section 302 were intended to prevent inflation and other 
improper accounting through extensive Commission control of the accounts of 
“public utilities.” 

The regulation of mergers and security transactions (Sections 203 and 204) 
was referred to in the Senate Report on the bill which subsequently became 
the Federal Power Act (S. Rep. No. 621, 74th Congress, 1st Session, p. 18) as 
furnishing ‘“‘an essential check upon the development of the industry along un- 
economic lines.” Elsewhere (p. 50), that report referred to Section 203 as 
“complementing” the Public Utility Holding Company Act of 1935, which pro- 
vided for comprehensive reformation of holding company systems. 

The Committee report also referred to Section 203’s regulation of the acquisi- 
tion of securities as giving the Federal Power Commission ‘authority to keep 
the same kind of check upon the creation of spheres of influence among operating 
companies that the Securities and Exchange Commission has over holding com- 
panies under Title I [i. e., the Public Utility Holding Company Act of 1935]. 

Section 10 (h) in Part I of the Federal Power Act, relating to the licensing 
of hydroelectric projects, may also be pertinent to the meaning of the term 
“publie interest” as used in Section 203 inasmuch as Section 203, like the rest of 
Parts II and III, was enacted in 1935 as an amendment to the water power legis- 
lation previously enacted in 1920 which now appears as Part I, of which Section 
10 (h) is part. That Section reads as follows: 

“Section 10. All licenses issued under this Part shall be on the following 
conditions : 

a * * +e * * «“ 

“(h) That combinations, agreements, arrangements, or understandings, ex- 
press or implied, to limit the output of electrical energy, to restrain trade, or 
to fix, maintain, or increase prices for electrical energy or service are hereby 
prohibited.” 

Two observations may be made concerning Section 10 (h). The first is that 
in view of the legalized monopoly nature of the electrical utility industry at the 
retail level, this condition in licenses issued to electric utilities necessarily has 
its principal significance at the wholesale level. The second is that the condition 
runs against private agreements. Pennsylvania W. & P. Co. vy. Consolidated 
G. FE. L. & P. Co., 348 U. 8S. 414, 422-428. In that case the Supreme Court upheld 
an order of the Federal Power Commission requiring continuance of power 
pooling as previously practiced under private agreements which the Fourth 
Cireuit had held illegal as restraint of trade in Pennsylvania W. & P. Co. v. Con- 
solidated G. E. L. and P. Co., 184 F. 2d 552 and in Consolidated G. EB. L. and P. 
Co. v. Pennsylvania W. & P. Co., 194 F. 2d 89. The Supreme Court there said 
(343 U. S. at 422-423) : : 

The act gives the Commission ample statutory power to order Penn Water and 
Consolidated to continue their long-existing operational “practice” of inte- 
grating their power output. Section 206 provides that “Whenever the Commis- 
sion, after a hearing * * * shall find that any rate * * * is unjust, unreasonable, 
* * * the Commission shall determine the just and reasonable rate * * * prac- 
tice, or contract to be thereafter observed and in force, and shall fix the same by 
order.” In ordering such “practice” continued, the Commission was furthering 
the expressly declared policy of the Act. Moreover, the Commission found here 
ready-made by prior contractual arrangements a regional coordination of power 
facilities of precisely the type which the Commission is authorized to require 
under § 202. Section 202 (a) declares: 
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“For the purpose of assuring an abundant supply of electric energy throughout 
the United States with the greatest possible economy and with regard to the 
proper utilization and conservation of natural resources, the Commission is em- 
powered and directed to divide the country into regional districts for the volun- 
tary interconnection and coordination of facilities for the generation, transmis- 
sion, and sale of electric energy, * * *.” 

The Commission was further directed in that section to “promote and encour- 
age” such interconnection and coordination. Under certain circumstances § 202 
(b) authorizes the Commission to compel interconnection and coordination in 
the public interest, and to “prescribe the terms and conditions of the arrangement 
to be made between the persons affected by any such order, including the appor- 
tionment of cost between them and the compensation or reimbursement reason- 
ably due to any of them.” 

Turning to the rate regulatory provisions of the Federal Power Act (Sections 
205, 206, 208), which apply only to sales at wholesale in interstate commerce (the 
“Attleboro Gap,” so-called from the decision in P. U. C. v. Attleboro Steam € 
Electric Co., 273 U. S. 83), it may be noted that they are chiefly relevant to the 
“public interest” concept of Section 203 in the emphasis which Section 208 places 
on the use of original cost in determining a prudent investment rate base insofar 
as (Constitutionally) permissible. The pertinence, in the regulation of mergers, 
of the Act’s provision for the use of original cost in rate regulation arises from 
the frequency in the history of the development of the electric utility industry of 
instances of inflation of the capitalization of utilities and accretion of other 
excesses Over original cost through mergers and other property transactions, as 
disclosed in numerous Commission accounting cases. See Northwestern H. Co. 
v. F. P. O., 821 U. S. 119; Calif. Oregon P. Co. v. F. P. C., 150 F. 24 25 
(CA 9), certiorari denied 326 U. S. 781; Arkansas P. € L. Co. v. F. P. C., 
185 F. 2d 751, certiorari denied 341 U. S. 909, and cases there cited; 
Montana Power Company, 4 F. P. C. 213, 219-240. Rate regulation on an original 
cost basis is of course facilitated where mergers have not previously been per- 
mitted to bring about excessive capitalization. 


II. THE PROCEDURES FOLLOWED IN ADMINISTERING THE MERGER PROVISIONS 
OF THE ACT 


To obtain the data needed to pass on the usual application under Section 203 
for authority to merge, in addition to that already available in the annual and 
other reports which all “public utilities” must file (18 C. F. R. Sec. 141.1—141.57), 
the Commission’s rules specify the information to be set forth in such applica- 
tions and the exhibits to be submitted therewith. (18 C. F. R. Sec. 33.1—Sec. 
33.10.) A copy of this rule is submitted herewith as Appendix A. Upon receipt 
of such applications the Commission gives written notice to the governor and 
State Commission of each of the States in which the physical property affected 
or any part thereof is situated and to such other persons as it deems advisable, 
and by publication in the Federal Register, affording a reasonable period of time 
for the filing of protests, objections or petitions to intervene. The transactions 
subject to the Commission’s jurisdiction or other related transactions may be sub- 
ject to the scrutiny of other regulatory commissions and the Commission en- 
deavors to avoid the necessity for duplicating oral hearings wherever possible. 
If a hearing is held before some other regulatory body, an effort is made to ob- 
tain a copy of the transcript of that hearing and any exhibits there introduced. 
If the staff of the Commission needs additional information, it calls upon the 
applicant to supplement or amend its application or the application may be set 
down for hearing. In recent years few hearings have been necessary and most 
of the applications have been disposed of without controversy and without the 
necessity for a Commission opinion. 


Til, THE VOLUME AND NATURE OF CASES 


Throughout the last ten years applications under Section 203 have averaged 
approximately 14 a year. Information with respect to these applications and 
some of the major questions arising in connection therewith have been reported 
to Congress in the Commission’s annual reports. In 1948, commenting on the 
decrease to eight in the number of applications filed that year the Commission 
added: “However, there remain more than 700 small privately owned electric 
companies in the country, most of which could improve operations and services 
67272—56—pt. 5 
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by integration with larger systems.” Citations to the pages of the annual re- 
ports on which such information appears are listed in the attached Appendix B. 

A fairly representative sample of the kinds of mergers presented to the Com- 
mission is afforded by the 15 applications filed during the fiscal year ending June 
30, 1955. Those applications fall within the following groups: 

Rearrangement of corporate titles within a system without change in the sub- 
stantial ownership interest: 

Connecticut River Power Company and New England Power Company, 
Docket No. E—6591. 

Cincinnati Gas & Electric Company, Docket No. E-6609. 

Carolina Aluminum Company and Tapoco, Inc., Docket No. E-6625. 

Nantahala Power and Light Company and Tapoca, Inc., Docket No. E-6626. 

Transfer of facilities to enable industrial corporation to get out of incidental 
electric utility business: 

Black Hills Power and Light Company, Docket No. E-6570 (Disposition by 
a gold mining company of a $16,000 steam electric generating plant and 
transmission line). 

Fairfax Electric Company, Clinchfield Coal Corporation, Monongahela 
Power Company and West Maryland Power Company, Docket No. E-6592 
(Disposition by coal mining companies of local distribution systems for 
$35,000). 

Consolidation of relatively small utilities with larger ones with which their 
service areas are contiguous and upon which they depend in whole or in large 
part for their power supply: 

Pacific Gas and Electric Company, Docket No. E-6567 (Acquisition by a 
$1,500,000,000 utility of an $11,000,000 utility). 

Pennsylvania Power & Light Company, Docket Nos. E-6594 and E-6601 
(Acquisition by a $347,000,000 utility of an $11,000,000 utility). 

Transfer of segments or units of facilities (e. g., transmission line) : 

California Oregon Power Company, Docket No. E-6576 ($250,000 sale of 
transmission line). 

Baltimore Gas and Electric Company and Susquehanna Transmission Com- 
pay of Maryland, Docket No. E-6608 ($4,300,000 sale of transmission lines). 
Inc., Docket No. E-6622 ($350,000 sale of transmission line). 

Gulf States Utilities Company and Central Louisiana Electric Company, 
Inc., Docket No. E-6622 ($350,000 sale of transmision line). 

Consolidation of relatively small utilities adjoining each other: 

St. Joseph Light & Power Company, Docket No. E-6633 (Merger of a 
$1,300,000 utility with an $18,200,000 utility). 

A somewhat unique case involving the merger of this independent generating 
company having no retail local distribution service area of its own, with one of 
its two principal wholesale utility customers: 

Pennsylvania Water & Power Company, Docket No. E-6597; Pennsylvania 
Power & Light Company, Docket No. E-6598 (although there was no con- 
troversy and no opinion was written by the Commission in disposing of these 
two related applications, the order which the Commission entered [copy 
attached as Appendix C] may be of interest as indicating the range of factors 
considered ). 

In addition to the preceding 15 applications received during the fiscal year 1955, 
attention may be called to an application received in May 1954 from Pacific 
Power and Light Company and Mountain States Power Company, Docket No. 
E-6547. Pacific was an independent company which had formerly been part of 
the Bond and Share system. It had a net plant of approximately $113,000,000. 
Mountain States was an independent company formerly part of the Standard 
system with a net plant of approximately $43,000,000. A copy of the Commis- 
sion’s order in that case is attached hereto as Appendix D. Particular attention 
may be called to the following grounds of the Commission’s approval of that 
merger : 

“The application states that the basis of the merger agreement was arrived 
at after arm’s-length negotiations between the respective management of Pacific 
Power and Mountain States in which each took into account all pertinent and 
material factors. The application indicates that among others, the matters 
considered were the respective rights and relative class positions of all stock- 
holders of the constituent companies, the respective rights and relative class 
positions of all holders of debt securities in both companies, the customers and 
employees of both as well as the general public in the areas served by each. 
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“The application indicates that the respective properties of Pacific Power and 
Mountain States are entered in the accounts of those companies at the original 


cost thereof and the proposed merger will not result in the creation of acquisi- 
tion adjustments. 


* * * * oJ & « 

“The application sets forth that the proposed merger or consolidation will 
be in the public interest because it will result in a merged enterprise both larger 
and financially stronger than either constituent company operating independently 
and which should thereafter be better able to render service to the public in the 
areas concerned. Furthermore, that savings in power costs should accrue from 
the combination of the diversity of resources and loads on the respective systems 
of the two constituent companies and the regrouping or elimination of duplicated 
or overlapping functions and activities should result in operating costs.” 


Iv. THE STANDARDS WHICH HAVE BEEN APPLIED BY THE COMMISSION IN 
ADMINISTERING SECTION 203 


A. In considering the standards which have been applied by the Commission 
in administering Section 203, a threshold question is whether the statutory 
criterion of consistency with the public interest means that the proposed trans- 
action must be positively beneficial, or merely not harmful. The Commission 
first took the position in Inland Power and Light Company and Pacific Power 
and Light Company (1 F. P. C. 380, 384-385 (1987)), that it means positively 
beneficial. It said: 

“* * * it is not sufficient for an applicant * * * merely to show that no serious 
harm may be apprehended as a result of the proposed merger or that such 
merger is a matter of indifference insofar as the public interest may be affected. 
The burden is upon the applicant to show that the proposal is consistent with 
the public interest. This concept requires something more than a showing of 
convenience to the applicant, and can reasonably be interpreted as indicating 
that Congress intended that there be a showing that benefit to the public 
will result from the proposed merger before it should receive Commission 
approval. * * *” 

But the Commission’s resulting denial of that application was set aside by the 
Court of Appeals for the Ninth Circuit in Pacific Power and Light Company v. 
F. P. GC. (111 F. 2d 1014, 1016-1017). The Court said: 

“The phrase ‘consistent with the public interest does not connote a public 
benefit to be derived or suggest the idea of promotion of the public interest. The 
thought conveyed is merely one of compatibility * * * [the] statute does not 
require a showing that positive benefit to the public will result. * * *” 

Subsequently the Commission held that authorization of a proposed merger is 
not barred by the fact that some other proposed transaction would benefit the 
public interest more. South Carolina Electric € Gas Co. and Carolina Power 
Company (7 F. P. C. 606, 609) (discussed in the Commission Annual Report for 
1948, p. 96). 

B. Some of the grounds upon which the Commission has denied applications 
or conditioned approval are as follows: 

1. Condition imposed to prevent a possibility of insiders profiting from the 
proposed transaction : 

Empire Gas & Electric, 1 F. P. C. 665. (Discussed in the Commission’s 
Annual Report for 1936, p. 15.) 

2. Authorization denied for a transaction which would result in passing 
operating company funds into possession of holding company : 

Metropolitan Edison Company, 2 F. P. C. 237. (Discussed in the Commis- 
sion’s Annual Report for 1936, pp. 15-17.) 

38. Condition imposed to prevent maintenance of excessive debt ratio as a 
result of the proposed transaction: 

Arkansas Missouri Power Co. and St. Francis Generating Co., 8 F. P. C. 
181. (Discussed in Commission Annual Report 1949, p. 124.) 

4. Unwarranted increases in capitalization prevented: The Commissien’s con- 
sistent practice to prevent transactions from resulting in an increased capital 
investment without any increase in the physical plant used in public service 
is referred to in several of the Commission’s annual reports; e. g., 1952, p. 120; 
1953, p. 122; 1954, p. 188. An example of a case in which objection on this 
ground was eliminated by the company’s undertaking to create a special reserve 
and charge off the increase to that reserve was presented in Pennsylvania Electric 
Company, 3 F. P. C. 557. 
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5. Condition imposed to prevent proposed merger from resulting in an in- 
crease in the severance damages the U. S. will have to pay under section 14 
of the Act if it exercises its right of recapture of a project site licensed under 
Part I of the Federal Power Act to one of the parties to the merger: 

Northwestern Electric Co. and Pacific Power and Light Co., 5 F. P. C. 312. 

In another case, the same objection was eliminated by a stipulation made by the 
applicant: 

Western Massachusetts Electric Co., 3 F. P. C. 344, 354. 

6. Enforcement of Federal hydroelectric license requirements: A possible ob- 
jection to a proposed merger arising from the fact that the hydroelectric project 
proposed to be sold was being operated iliegally by reason of failure to obtain 
a license from the Commission under Part I of the Federal Power Act was 
eliminated by the applicant’s filing application for a license and submitting 
an agreement to take a lawful license duly issued and by Commission imposition 
of a condition that the transferee take subject to all accrued liabilities for the 
illegal operation: 

Olcott Falls Company, 3 F. P. C. 312; Western Massachusetts Electric 
Company, 3 F. P. C. 345. (See Commission’s Annual Report, 1940, p. 96.) 

C. In other cases, the Commission has specifically ruled that certain factors 
did not constitute sufficient grounds for denying authorization : 

1. The fact that the proposed merger would strengthen privately owned com- 
panies in their fight against public ownership: 

Northwestern Electric Co. and Pacific Power and Light Company, 5 F. P. 
C. 312. 

2. The possible deficiency in the existing depreciation reserve of one of the 
parties to a proposed merger, where both parties were wholly owned subsidiaries 
of the same corporation: 

Western Massachusetts Electric Company 3 F. P. C. 344-353. 

8. The fact that applicant’s official would not commit it to a specific rate 
reduction, where the rates in question were subject to regulation: 

Northwestern Electric Co. and Pacific Power and Light Co., 5 F. P. C. 312. 

4. The fact that the proposed sale would have the effect of removing a company 
previously generally subject to F. P. C. regulatory jurisdiction : 

Twin State Gas and Electric Co., 2 F. P. C. 122. 


SUMMARY 


Electric utilities are largely locally regulated legal monopolies. Mergers 
thereof, insofar as federally regulated, are not treated as bad per se by the terms 
of the Power Act or as they are administered by the Commission. Where a 
merger would conduce to interconnection and coordination of the operation of 
electric utility facilities, with resulting economies, it is sought to be encouraged. 
However, the Commission lacks authority to disapprove a merger which is not 
postively beneficial to the public interest or to compel parties to enter into any 
other possible merger it might find more in the public interest than the one sub- 
mitted to it for approval. Proposed mergers are scrutinized to detect and pre- 
vent corporate and financial abuses of the kind which flourished in the 1920's. 
The Commission has not indicated that its statutory powers to prevent such 
abuses are inadequate. 

Howarp BE. WAHRENBROCE, 
Assistant General Counsel, 
Federal Power Commission. 
September 30, 1955. 
Approved: 
WILLARD W. GATCHELL, 
Generai Counsel, 
Federal Power Commission. 
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ExHrsiT A 


Portions of ‘General Rules and Regulations of the Federal Power Commis- 
sion” relating to Section 203 of the Federal Power Act (18 C. F. R., See. 
33.1-33.10) : 


Part 33—APPpPLICATION FoR SALE, LEASE, oR OTHER DISPOSITION, MERGER OR CON- 
SOLIDATION OF FACILITIES, OR FOR PURCHASE OR ACQUISITION OF SECURITIES OF 
A Pustic UTILITY 


wo 


Applicability. 
Contents of application. 
Required exhibits. 
Additional information. 
Form and style. 
Number of copies. 
Verification. 

Reports. 
3.9 Public notice. 
33.10 Commission action. 


AUTHORITY: §§ 33.1 to 33.10 issued under sec. 309, 49 Stat. 858; 16 U. S. C. 825h. 
Interpret or apply secs. 19, 20, 41 Stat. 1073; secs. 203, 204, 208, 308, 49 Stat. 849, 850, 
853, 858; 16 U. S. C. 812, 813, 824b, 824c, and 825g. 

Source: $§ 33.1, to 33.10 contained in Order 141 12 F. R. 8495, except as noted follow- 
ing sections affected. 

Cross REFERENCES: For rules of practice and procedure, see Part 1 of this chapter. 
For forms under rules of practice and regulations, Federal Power Act, see Part 131 of this 
chapter. 


Dom ooho me? 


Co C8 GO Oo OO 


“1 


Coco Ce cote ce Coco tom 


wow 


> 


§ 33.1 Applicability. The requirements of this part will apply to public utili- 
ties seeking authority under section 203 of the Federal Power Act. 

§ 33.2 Contents of application. Each such applicant shall set forth in its 
application to the Commission, in the manner and form and in the order indicated, 
the following information which should, insofar as possible, be furnished as to 
said applicant and each company whose facilities or securities are involved. 

(a) The exact name and the address of the principal business office. 

(b) The State or other sovereign power under which incorporated, the respec- 
tive dates of incorporation, and the States in which domesticated. 

(c) Name and address of the person authorized to receive notices and com- 
munications in respect to application. 

(d) The names, titles, and addresses of the principal officers. 

(e) A description of the general character of the business done and to be done, 
together with a designation of the territories served, by counties and States. 

(f) A general statement briefly describing the facilities owned or operated 
for transmission of electric energy in interstate commerce or the sale of electric 
energy at wholesale in interstate commerce. 

(g) A brief reference to any license from the Federal Power Commission. 

(h. A statement as of the date of the balance sheet submitted with application 
showing for each class and series of capital stock: 

(1) Brief description. 

(2) The amount authorized (face value and number of shares). 

(3) the amount outstanding (exclusive of any amount held in the treasury). 

(4) Amount held as reacquired securities. 

(5) Amount pledged. 

(6) Amount owned by affiliated corporations. 

(7) Amount held in any fund. 

(i) A statement as of the date of the balance sheet submitted with applica- 
tion showing for each class and series of funded debt: 

(1) Brief description. 

(2) The amount authorized. 

(3) The amount outstanding (exclusive of any amount held in the treasury). 

(4) Amount held as reacquired securities. 

(5) Amount pledged. 

(6) Amount owned by affiliated corporations. 

(7) Amount in sinking and other funds. 

(j) Whether the application is for disposition of facilities by sale, lease, or 
otherwise, a merger or consolidation of facilities, or for purchase or acquisition 
of securities of a public utility, also a description of the consideration, if any, 
and the method of arriving at the amount thereof. 

(k) A statement of facilities to be disposed of, consolidated, or merged, giving 
a description of their present use and of their proposed use after disposition, 
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consolidation, or merger. State whether the proposed disposition of facilities 
or plan for consolidation or merger includes all the operating facilities of the 
parties to the transaction. 

(1) A statement (in conformity with paragraph 131.41 of this chapter) of the 
eost of the facilities involved in the sale, lease, or other disposition or merger 
or consolidation. 

If original cost is not known, an estimate of original cost based, insofar as 
possible, upon records or data of the applicant or its predecessors must be fur- 
nished, together with a full explanation of the manner in which such estimate 
has been made, and a description and statement of the present custody of all 
existing Jata and records. 

{Order 149, 14 F. R. 4495] 


(m) A statement as to the effect of the proposed transaction upon any con- 
tract for the purchase, sale, or interchange of electric energy. 

(n) Names and addresses of counsel who have passed upon the legality of 
the proposed sale, lease or other disposition of facilities, or merger or consolida- 
tion of facilities, or purchase or acquisition of securities of a public utility, and 
names and addresses of any firms of which they, or any of them, are members. 

(o) A statement as to whether or not any application with respect to the trans- 
action or any part thereof is required to be filed with any other Federal or State 
regulatory body. 

(p) ‘The facts relied upon by applicants to show that the proposed disposi- 
tion, merger, or consolidation of facilities or acquisition of securities will be 
consistent with the public interest. 

(q) A brief statement of franchises held, showing date of expiration if not 
perpetual. 

$33.3 Required exhibits. There shall be filed with the application as part 
thereof one certified copy and five uncertified copies of exhibits A, B, C, and 
D, and one certified copy and five uncertified copies plus one for each State 
affected of exhibits E, F, G, H, I, J, K, L, and M, described as follows: 

Exhibit A. A copy of the charter or articles of incorporation with amendments 
to date. 

Exhibit B. A copy of the by-laws with amendments to date. 

Exhibits C. Copies of all resolutions of directors authorizing the proposed 
disposition, merger, or consolidation of facilities, or acquisition of securities, 
in respect to which the application is made, and, if approval of stockholders has 
been obtained, copies of the resolutions of the stockholders should also be 
furnished. 

Echibit D. Copies of all mortgages, trusts, deeds, or indentures, securing any 
obligation of each party to the transaction. 

Exhibit E. A signed copy of opinion of counsel in respect to legality of the 
proposed transaction. 

Exhibit F. A statement of the measure of control or ownership exercised by 
or over each party to the transaction as to any public utility, or bank, trust 
company, banking association, or firm that is authorized by law to underwrite 
or participate in the marketing of securities of a public utility, or any company 
supplying electric equipment to such part. Where there are any intercorporate 
relationships through holding companies, ownership of securities or otherwise, 
the nature and extent of such relationship; also state whether any of the parties 
to the transaction have officers or directors in common. If not a member of 
any holding company system, include a statement to that effect. 

Exhibit G. Balance sheets with supporting fixed capital or plant schedules 
in conformity with §§ 131.40 and 131.41 of this chapter. 

Evhibit H. A statement of all known contingent liabilities except minor items 
such as damage claims and similar items involving relatively small amounts, as 
of the date of the application. 

Exhibit I. Comparative income statements in conformity with § 131.42 of this 
chapter. 


Erhibit J. An analysis of surplus for the period covered by the income state- 
ments referred to in exhibit I. 
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Ecrhibit K. A copy of each application and exhibit filed with any other Federal 
or State regulatory body in connection with the proposed transaction, and if 
action has been taken thereon, a certified copy of each order relating thereto. 

Evrhibit L. A copy of all contracts in respect to the sale, lease, or other pro- 
posed disposition, merger or consolidation of facilities, or purchase of securities, 
as the case may be, together with copies of all other written instruments entered 
into or proposed to be entered into by the parties to the transaction pertaining 
thereto. 

Exhibit M. A general or key map on a scale of not more than 20 miles to the 
inch showing in separate colors the properties of each party to the transaction, 
and distinguishing such parts of them as are included in the proposed disposi- 
tion, consolidation or merger. The map should also clearly indicate all inter- 
connections and the principal cities of the area served. Whenever possible, the 
map should not be over 30 inches in its largest dimension. 

Nore: If exhibits A, B, and D have previously been filed with the Commission, 
a specific reference thereto will be accepted in lieu of a separate filing in each 
subsequent proceeding. 

§ 33.4 Additional information. The Commission may require additional in- 
formation when it appears to be pertinent in a particular case. 

§ 33.5 Form and style. Applications under this part shall conform to the 
requirements of § 1.15 of this chapter. 

§ 33.6 Number of copies. An original and five copies, plus one copy for each 
State affected, of applications under this part shall be submitted. 

§ 33.7 Verification. The original application shail be signed by a person or 

persons having authority with respect thereto and having knowledge of the 
matters therein set forth, and shall be verified under oath. 
§ 33.8 Reports. Upon the granting of any application under this part by the 
Commission, applicants shall report to the Commission under oath within 10 
days after any sale, lease, or other disposition of facilities, merger or consolida- 
tion of facilities, or purchase or acquisition of securities of a public utility, the 
fact of such sale, lease, or other disposition of facilities, merger or consolidation 
of facilities, or purchase or acquisition of securities, and the terms and condi- 
tions thereof. 

§ 33.9 Public notice. The Commission may require the applicant to give such 
local notice by publication as the Commission in its discretion may deem proper. 

§ 33.10 Commission action. Application under this part will ordinarily require 
45 days after the date of filing before final action can be taken thereon by the 
Commission, to allow for such preliminary study, investigation, public notice, 
opportunity for hearing, and consideration by the Commission, as may be 
appropriate in the premises. 


ExuH1BIT B 


List OF REFERENCES IN ANNUAL REPORTS OF THE FEDERAL PowEeR COMMISSION 
TO ITs ADMINISTRATION OF SECTION 203 OF THE FEDERAL Power AcTsS RELATING 
PRINCIPALLY TO SALES AND MERGERS OF FACILITIES 


Federal Power Commission Annual Report, 1936, pages 14-17, 27-28 
Federal Power Commission Annual Report, 1937, page 18 
Federal Power Commission Annual Report, 1938, pages 11-12 
Federal Power Commission Annual Report, 1939, page 26 
Federal Power Commission Annual Report, 1940, pages 95-96 
No report published during war (1941-1945) 

Federal Power Commission Annual Report, 1946, pages 88-89 
Federal Power Commission Annual Report, 1947, pages 90-91 
Federal Power Commission Annual Report, 1948, pages 94-96 
Federal Power Commission Annual Report, 1949, pages 124-125 
Federal Power Commission Annual Report, 1950, pages 120-123 
Federal Power Commission Annual Report, 1951, pages 114-116 
Federal Power Commission Annual Report, 1952, pages 120-121 
Federal Power Commission Annual Report, 1953, pages 122-123 
Federal Power Commission Annual Report, 1954, page 138 
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EXHIBIT C 
(Copy of Commission Order In Docket Nos. E-6597 and E-6598 :) 
UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 


Before Commissioners: Jerome K. Kuykendall, Chairman; Claude L. Draper, 
Nelson Lee Smith, Seaborn L. Digby and Frederick Stueck. 


IN THE MATTERS OF PENNSYLVANIA WATER & POWER COMPANY, DocKEtT No. E-6597 ; 
PENNSYLVANIA Power & LigHt Company, Docket No. E-6598 


ORDER AUTHORIZING AND APPROVING THE MERGER OB CONSOLIDATION OF FACILITIES, 
AND THE ACQUISTION OF SECURITIES 


By application filed December 30, 1954, pursuant to Section 208 of the Federal 
Power Act, Pennsylvania Water & Power Company (Penn Water), a corpora- 
tion organized in Pennsylvania and doing business in that State, with its principal 
place of business at Baltimore, Maryland, and by application of the same date 
with amendments thereto filed January 26, 1955, February 9, 1955, and April 11, 
1955, Pennsylvania Power & Light Company (P. P. & L.), a corporation also 
organized in Pennsylvania and doing business in that State with its principal 
place of business at Allentown, Pennsylvania, seek an order authorizing (1) Penn 
Water to dispose of all of its facilities, subject to the jurisdiction of the Com- 
mission, to P. P. & L. in the course of a corporate merger of Penn Water with 
P.P.& L., (2) the acquisition of such facilities by P. P. & L., and their merger 
or consolidation with those of P. P. & L., and (3) the acquisition by P. P. & L. 
of the short-term promissory note of Penn Water in the estimated amount of 
$14,100,000, which will evidence P. P. & L.’s proposed loan to Penn Water for 
the purpose of redeeming all the outstanding Preferred Stock of Penn Water, 
and to discharge outstanding banks loans. By petition filed March 25, 1955, 
at the request of the staff of this Commission, Consolidated Gas Electric Light 
and Power Company of Baltimore (Consolidated) * asked permission to inter- 
vene in this proceeding. In a separate order, authorization is granted for the 
transfer of the license for Penn Water’s Holtwood Project (Project No. 1881) to 
Fr. ee 

The facilities of Penn Water to be merged with those of P. P. & L. include the 
Holtwood Hydroelectric Project (104,000 kw) on the Susquehanna River, the 
adjacent Holtwood Steam Plant (105,000 kw), which burns coal dredged from 
the River and prepared at Penn Water’s new coal recovery plant, and sub- 
stations and transmission lines in Pennsylvania. Penn Water also owns all of 
the outstanding securities of Susquehanna Transmission Company of Maryland 
(S. T. Co.), consisting of Common stock and bonds, and 14 of the common stock 
equity (14 of the voting stock) of Safe Harbor Water Power Corporation (Safe 
Harbor) owning a hydroelectric project (230,000 kw) on the Susquehanna River 
above the Holtwood Project, while Consolidated owns the remaining common 
stock. Penn Water is entitled under present rate schedules (see footnote 3 
to 14 of Safe Harbor’s power and energy, while Consolidated is entitled to the 
remainder. Penn Water sells energy at wholesale to Consolidated in Maryland 
(using the facilities of S. T. Co.), to Metropolitan Edison Company (M. E.), Phil- 
adelphia Electric Company (P. E.) and P. P. & L. in Pennsylvania, and to the 
Pennsylvania Railroad for its own use. 

The proposed merger transaction will be carried out in accordance with the 
terms of a joint agreement of merger dated October 7, 1954, in the following 
manner: 

(1) Penn Water will call for redemption of all of its outstanding shares of 
Preferred Stock consisting of 21,493 shares of $5.00 Cumulative Preferred Stock 
without par value and 50,000 shares of $4.50 Cumulative Preferred Stock of $100 
par value. The call premium of $458,334 will be charged to earned surplus. 
Penn Water will also pay off its outstanding liability under its Bank Loan agree- 
ment with Girard Trust Corn Exchange Bank and other banks. The required 
funds in the estimated amount of $14,100,000 will be advanced by P. P. & L. upon 
Penn Water’s promissory note for such amount. 


1 Since the filing of the petition to intervene Consolidated’s name has been changed to 
Baltimore Gas & Electric Company, but in this order the old name will be used. 
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(2) P. P. & L. will issue new preferred and common stocks to be exchanged 
for Penn Water’s Common Stock on the basis of 44, share of 4.40% Series 
Preferred Stock, $100 par, and % share of Common Stock, no par, for each 
share of Penn Water’s Common Stock. No fractional shares will be issued, but 
each holder of the Penn Water Common Stock entitled to receive a fraction of 
a share of P. P. & L. Preferred or Common Stock will be entitled to receive a 
cash payment based upon market price on the effective day of the merger. 

(3) P. P. & L. will assume all the debts and liabilities of Penn Water. 

(4) P. P. & L., as the surviving corporation, will possess all of the rights and 
properties of the two corporations held before the merger. 

The applications indicate that Penn Water’s assets, including plant, will be 
transferred at their book value after the disposition of an amount of $5,343,366.29 
representing the excess over original cost of electric plant, as of December 31, 
1946, in a manner consistent with the Commission’s Order of January 5, 1949, in 
Docket No. IT-5915 (8 FPC 1, 68-64)?, except that P. P. & L. proposes to record 
at current realization values Penn Water’s equity investments in S. T. Co. and 
Baltimore Transit Company, and to record at current book value Penn Water’s 
equity investment in Safe Harbor. 

P. P. & L. will record its new Common Stock at $4,934,312.77, which represents 
the amount of Penn Water’s net assets plus adjustments for increase in the 
recorded amounts of Penn Water’s investments, referred to above, less adjust- 
ments for eliminations of organization costs and capital stock expense and less 
the par value of P. P. & L.’s new Preferred Stock. Thus, there will be no 
acquisition adjustment created on the books of P. P. & L. resulting from the 
acquisition of the properties from Penn Water. 

P. P. & L.’s application states that it is Penn Water’s largest customer and 
has contracted to purchase from Penn Water more capacity and energy than 
all of Penn Water’s other three electric utility customers combined; that the 
merger will make available to P. P. & L. all of Penn Water’s generation re- 
sources referred to above consisting of the Holtwood Hydroelectric Project, the 
Holtwood Steam Plant, and Penn Water’s entitlement to the output of Safe 
Harbor; that these generating facilities are located within the service territory 
of P. P. & L., to whose system they are now connected through major transmission 
ties; that these sources of power will be fully competitive with present day 
power plants after giving effect to savings resulting from economies in operation 
through the reduction of administrative costs and combining of functions now 
carried on separately by P. P. & L. and Penn Water; and that upon termination 
of Penn Water’s present contracts with its other customers, P. P. & L. will be 
able to effectively utilize such additional power in carrying its own load. 

With reference to Penn Water’s other customers, P. P. & L. states, however, 
that Penn Water’s present power contracts with all of its customers other than 
P. P. & L. will continue in force except that 60 days after the effective date of 
the merger there will automatically terminate (1) the interchange contract 
made as of December 16, 1954, between Penn Water, Consolidated, P. P. & L., 
P. E., M. E., and S. T. Co., (2) Penn Water’s power contract with Consolidated.® 
P. P. & L. points out that it has agreed with Consolidated that, following con- 
summation of the merger, they will enter into a mutually satisfactory inter- 
change agreement, a new transmission contract, and a new power contract 


2The Commission found a total of $5,400,606.31 in excess over original cost applicable to 
Penn Water and its suDdsidiary, S. T. Co., but the application indicates that of this amount 
the $5,343,366.29 above is applicable to Penn Water alone. 

2 As set forth in the Commission’s order in Docket Nos. E-6445 and E-6350 issued 
December 29, 1954, Penn Water’s contracts are embodied in rate schedules designated 
therein and to take effect as follows: 


Other party Designation Effective date 


PP.& bz Rate Schedule FPC No. 13 Nov. 1, 1954. 
8. T. Co., Safe Harbor Consolidated_..| Rate Schedule FPC No. 14 (trans- | Nov. 1, 1954. 
mission contract). 
Consolidated, P. E., P. P.& L., M.E.,| Rate Schedule FPC No. 15 (inter- | Nov. 1, 1954 and 
change agreement). | Dee. 1, 1954. 
Rate Schedule FPC No. 16 | Dee. 1, 1954. 
Rate Schedule FPC No. 17......-.----- Dec. 1, 1954. 
Cemented soccccsca tate cc on .| Rate Schedule FPC No. 18 Nov. 1, 1954. 


As stated above, Rate Schedules FPC Nos, 13, 15, and 18 would be ‘edeatad the 
remainder would continue. 
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whereby P. P. & L. will sell and Consolidated will buy 25-cycle power under 
the same general arrangements as the present proportional contract dated 
December 16, 1954 (Penn Water’s Rate Schedule FPC No. 18), subject to the 
provision that Consolidated’s total purchases will decline in steps from 47,000 
kw and cease entirely on July 1, 1958. P. P. & L. states further that there will 
be no change in rates for service to P. E., M. E. or the Pennsylvania Railroad, 
and it expects the new power contract, which it will enter into with Consoli- 
dated after the merger, will continue the present rates. 

As pointed out by P. P. & L., and as is apparent to this Commission, one 
of the most important consequences of the proposed merger will be the termina- 
tion and disposition of the disputes, litigated and otherwise, between Consoli- 
dated and Penn Water, which have created a heavy burden to the two compa- 
nies and the regulatory commissions. The proposed settlement of these dis- 
putes is contained in a letter agreement dated December 22, 1954, which, as 
it states, is of no effect unless the proposed merger does in fact occur. 

In addition to the provisions for the new power and transmission contracts 
and the new interchange agreement between P. P. & L. and Consolidated, referred 
to above, the settlement agreement further provides, in part, as follows: 

(a) Consolidated will continue to receive the benefit of its entitlement to 
%, of Safe Harbor output through Safe Harbor’s present FPC rate schedule 
although Penn Water had contended for a larger allocation in the proceedings 
in Docket No. E-6350. 

(b) Safe Harbor will be operated as an independent corporate entity and 
to this end an odd-numbered director satisfactory to both P. P. & L. and Con- 
solidated will be elected subject to both P. P. & L. and Consolidated will be 
elected subject to an annual “vote of confidence.” 

(c) The hydraulic integration and scheduling of Safe Harbor and Holt- 
wood, which are necessary in order to secure optimum utilization of the flow 
of the Susquehanna River, will be handled in the same manner as at present. 

(d) All the outstanding securities of S. T. Ce. will be sold to Consolidated.‘ 

(e) Consolidated will pay the sum of $2,846,747 in full settlement of all 
disputed bills (those for the years prior to 1953 being the subject of Docket 
No. E-6441 now before this Commission’s Presiding Examiner) and the rate 
base case (Docket No. E-6540) now on review before the United States Court 
of Appeals for the Third Circuit. 

According to Consolidated’s petition to intervene, $1,904,724.22 is applicable 
to the settlement of Docket No. E-6441, comprising $934,940.22, representing 
items exclusive of taxes, and $969,784.00 representing reimbursement to Penn 
Water of taxes paid by it, but not heretofore reimbursed by Consolidated.® 

P. P. & L. states in its application that it is informed that up to and including 
October 31, 1954, when the new demand and energy contract went into effect 
(see footnote 3) Consolidated has paid to Penn Water a full return on Penn 
Water’s new coal-recovery plant and new steam plant as provided for by the 
order of this Commission issued July 6, 1954 in Docket No. E-6540; but that 
the settlement amount of $2,846,747 reflects an agreed-upon reduction of $47,000 
applicable to such items of return. Such reduction, it was explained, would be 
made as part of the overall settlement and is based upon Consolidated’s claim of 
financial loss suffered by reason of inability to freely utilize its own generating 
facilities during the period when it was taking power generated by the new 
steam plant. 

(f) P. P. & L. and Consolidated will each assume responsibility for the capacity 
and energy required by the Pennsylvania Railroad in their respective states, 
as provided in the new Railroad Divisional Contract between Penn Water and 
Consolidated with certain modifications provided by the settlement agreement. 

That the merger and the settlement agreement will terminate the various 
proceedings involving Penn Water and Consolidated, both before this Commis- 
sion and in the courts, has been made manifest by filings in this merger docket 
by the various parties to the other proceedings in accordance with request made 


* Application has been filed by Consolidated with this Commission for authority to acquire 
the facilities of S. T. Co. in Docket No. E-6608. 

5To permit Penn Water to retain the full amount of the settlement applicable to Docket 
No. E-—6441 after payment of income taxes, it is necessary to include in the settlement 
amount the sum of $2,178,285.89. However, there will be a credit amount vot $2,432,625.00 
due Consolidated as an income tax reduction, which will accrue to Consolidated from Penn 
Water’s contribution to the funds segregated under order of the United States Court of 
Appeals for the District of Columbia Circuit {n connection with the review of the Com- 
mission’s rate reduction order in Docket No. IT—5915. 
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by staff counsel. By its petition to intervene, already referred to, Consolidated, 
approving the merger, states that upon consummation of the settlement it will 
move to dismiss (1) Docket No. E-6441 and corresponding court proceedings in 
the United States District Court for the District of Maryland, (2) its appeal 
from the Commission’s order in Docket No. E-6540, and (3) the proceedings 
before this Commission, Docket Nos. E-6445 and E-6350. Consolidated states 
further, in response to the staff’s request, that, with respect to the disposition 
of the segregated funds impounded by Penn Water in connection with its appeal 
from the Commission’s order in Docket No. IT-5915, it will recommend to the 
United States Court of Appeals for the District of Columbia Circuit that the 
amount used in calculating the payments from the fund to its own customers will 
not be reduced by any allowance for distribution expenses. 

The Maryland Public Service Commission has stated through its General 
Counsel, by letters dated March 7, 1955, that upon consummation of the merger 
and the settlement agreement, it will move to dismiss the proceedings in Docket 
Nos. E-6445, E-6350 and E-6441, and in a letter dated March 38, 1955, it made a 
statement similar to that of Consolidated with respect to the segregated funds. 

P. P. & L., in the third amendment to its application in this docket, states that, 
upon consummation of the merger and the settlement agreement, it would like 
wise move for the dismissal of Docket Nos. E-6445, E-6350, and E-6441. 

P. E. and M. E., by their letters dated March 16, 1955, and April 25, 1955, 
respectively, stated that upon consummation of the merger they would have no 
objection to dismissal of the proceedings in Docket Nos. E-6445 and E-6350. 
The Pennsylvania Public Utility Commission did not respond to the staff’s request 
with respect to the motions to dismiss but did transmit the letter referred to 
below. 

Written notice of the applications has been given to the Public Service Com- 
mission of Maryland, the Public Utility Commission of Pennsylvania, to the 
Governor of each of those States, and to the Securities and Exchange Commis- 
sion. Notice was also published in the Federal Register on January 14, 1955 
(20 F. R. 355), stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition of protest on or 
before January 24, 1955. 

The only protest made to the proposed merger transaction is that made by 
Frysinger Evans, of Clementon, New Jersey, in letters dated January 6, 1955, and 
March 18, 1955. The burden of his complaint appears to be that the transaction 
is based on uncertainties such as the possibility that the Holtwood Project will 
be recaptured in 1970 when the license expires, and the possible increase in earn- 
ings from Penn Water’s facilities attendant upon its recent expansion which 
would no longer directly benefit Penn Water’s stockholders, and that these un- 
certainties had not been fully considered by the parties. Furthermore, he objects 
to a settlement of pending litigation, such as the disputed bills case, by an agree- 
ment between P. P. & L. and Consolidated to which Penn Water is not a party 
and as a result of which the stockholders of Penn Water again do not benefit 
directly. The Commission is of the opinion that Mr. Evans’ objectives are not 
persuasive. 

In the first place, it is apparent from the various filings that every element of the 
transaction has been fully considered by the representatives of the various parties. 
The merger transaction itself, to be carried out by an exchange of stock at a 
ratio, which on October 6, 1954, one day before the execution and announcement 
of the agreement, would have produced approximately an even market value 
exchange, was considered and approved by the stockholders of Penn Water and 
P. P. & L. at special meetings held December 15, 1954. The settlement agreement 
of December 22, 1954, is contingent upon and will only take effect after the con- 
summation of the merger. In our opinion it represents a fair settlement of long- 
drawn-out, complicated and expensive litigation. With respect to the termina- 
tion of the license, it may be noted that the merger in no manner affects the date 
thereof. 

By letter dated January 12, 1955, the Maryland Commission expressed its 
approval of the merger as proposed, and of the issuance of an order by this Com- 
mission authorizing the corporate action requested by the applications filed. The 
Pennsy!vania Commission by letter dated April 27, 1955, suggested that this 


Commission enter an approval order before the order of the Pennsylvania Com- 
mission is issued. 


The Commission finds: 


(1) The intervention of Consolidated in this proceeding is appropriate in 
the administration of the Federal Power Act. 
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(2) Penn Water, a corporation, is a public utility within the me ning of 
Section 203 of the Federal Power Act subject to the jurisdiction of the Com- 
mission as heretofore described and set out in the Commission’s order issued 
January 5, 1949, In the Matter of Pennsylvania Water & Power Co., Docket No. 
IT-5915 (8 F. P. C. 1, 99). 

(3) P. P. & L., a corporation, is a public utility within the meaning of 
Section 203 of the Act subject to the jurisdiction of the Commission as here- 
tofore described and set out in the Commission’s order entered December 26, 
1947, In the Matter of Pennsylvania Power & Light Co., Docket No. IT-6098 
(6 F. P. C. 1114). 

(4) By the proposed transaction Penn Water and P. P. & L. will merge the 
jurisdictional facilities of each with the facilities of the other within the 
meaning and» subject to the requirements of Section 203 of the Federal 
Power Act. 

(5) By the acquisition of the short-term promissory note of Penn Water, 
P. P. & L. will acquire the security of another public utility within the pur- 
view and subject to the requirements of Section 203 of the Act. 

(6) P. P. & L. is not a registered holding company so that the proposed 
merger is not subject to the requirements of the Public Utility Holding 
Company Act of 1935 and is, therefore, not exempt from the requirements of 
Section 203 of the Federal Power Act by virtue of Section 318 thereof. 

(7) The proposed merger or consolidation of facilities and acquisition of 
securities will be consistent with the public interest as expressed in the Act. 

(8) The protest of Frysinger Evans in his letters of January 6, 1955, and 
March 18, 1955, is without merit. 

(9) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) Consolidated be and it is hereby permitted to become an intervenor 
in this proceeding. 

(B) The proposed merger of the facilities of Penn Water and P. P. & L. and 
the acquisition by P. P. & L. of the promissory note of Penn Water, be and the 
same hereby are authorized and approved upon the terms and conditions 
set forth in the applications, as amended, subject to the provisions of this 
order. 

(C) This authorization and approval shall expire unless the transactions 
hereby authorized and approved are consummated within 90 days from the 
entry of this order. 

(D) The foregoing authorization and approval shall be without prejudice 
to the authority of this Commission or any other regulatory body with 
respect to rates, service, accounts, valuations, estimates or determinations 
of cost, or any other matter whatsoever which may come before this Commis- 
sion or any other regulatory body, and nothing in this order shall be con- 
strued as an acquiescence by this Commission in any estimate or determina- 
tion of cost or any valuation of property claimed or asserted. 

By the Commission. 

Leon M. Fuquay, Secretary. 
Adopted: May 4, 1955. 
Issued: May 5, 1955. 


ExHIzit D 
(Copy of Commission Order in Docket No. E-6547 :) 
UNITED STATES OF AMERICA 
% FEDERAL POWER COMMISSION 


Before Commissioners: Jerome K. Kuykendall, Chairman; Claude L. Draper, 
Nelson Lee Smith and Seaborn L. Digby. 


In THE MArTrers or Pactric Power & LigHt CompANY, MOUNTAIN STATES POWER 
Company, Docket No, E-6547 


ORDER AUTHORIZING MERGER OR CONSOLIDATION OF FACILITIES AND ISSUANCE OF 
SECURITIES 


Pacific Power & Light Company (Pacific Power), incorporated under the 
laws of the State of Maine, and qualified to do business as a foreign corporation 
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in the States of Oregon, Washington, Montana, Wyoming, and Idaho, with its 
principal place of business at Portland, Oregon, and Mountain States Power 
Company (Mountain States), incorporated under the laws of the State of Dela- 
ware, and qualified to do business as a foreign corporation in the States of 
Oregon, Wyoming, Montana and Idaho, with its principal place of business at 
Albany, Oregon, by joint application filed February 15, 1954, as amended April 
5, 15, 23 and 28, 1954, and May 3 and 7, 1954, seek authorization, pursuant to 
the provisions of Sections 203 and 204 of the Federal Power Act, to merge or 
consolidate the whole of their respective facilities, with Pacific Power thereafter 
to continue as the surviving corporation, and authorization for the issuance by 
Pacific Power, as the surviving corporation, of additional securities to effect the 
proposed merger or consolidation. 

The proposed merger or consolidation of all of the facilities of Pacific Power 
which is presently engaged in furnishing electric service to the public in the 
States of Oregon and Washington with all of the facilities of Mountain States 
which is presently engaged in furnishing electric service to the public in the 
States of Oregon, Idaho, Montana, and Wyoming, is to be carried out in accord- 
ance with the terms of an Agreement and Act of Merger between the two com- 
panies, dated January 8, 1954. 

According to the terms of a Stock Conversion Plan embodied in that agreement 
Pacific Power, as the surviving corporation, proposes to issue to the holders 
of Mountain States’ presently outstanding 72,993 shares of 5-percent preferred 
stock (par value $50 per share),* in exchange for every two shares of said stock 
held, one share of its 5-percent preferred stock (par value $100 per share), 
amounting, in the aggregate, to a total proposed issuance of 36,496 shares.? Pa- 
cific Power, as the surviving corporation, further proposes (a) to issue to the 
holders of its presently outstanding 2,204,278 shares of no par value common 
stock,® in exchange for every share of said stock held, one share of a proposed 
new series of common stock (par value $6.50 per share), and (b) to issue to the 
holders of Mountain States’ presently outstanding 1,250,000 shares of common 
stock (par value $7.25 per share‘), in exchange for every share of said stock 
held, nine-tenths of a share of the proposed new series of common stock (par 
value $6.50 per share), amounting, in the aggregate, to a total proposed issuance 
of 3,329,278 shares. The stock conversion plan embodied in the agreement of 
merger also provides for the purchase and sale through specified agents of any 
fractional shares that may result from the proposed conversion inasmuch as no 
fractional shares will be issued. Under the merger agreement any stockholder 
of either constituent company may receive the value of their shares in cash in 
lieu of remaining as a stockholder in the surviving corporation. 

The application states that the basis of the merger agreement was arrived 
at after arms-length negotiations between the respective managements of Pacific 
Power and Mountain States in which each took into account all pertinent and 
material factors. The application indicates that among others, the matters 
considered were the respective rights and relative class positions of all stock- 
holders of the constituent companies, the respective rights and relative class posi- 
tions of all holders of debt securities in both companies, the customers and em- 
ployees of both as well as the general public in the areas served by each. 

The application states that upon consummation of the proposed merger Pacific 
Power, as the surviving corporation, will succeed and be subject to all rights, 
privileges, powers, liabilities, restrictions and duties of each constituent corpo- 
ration. Included within the liabilities of Mountain States to be assumed are 
$24,540,000 principal amount of first mortgage bonds and other indebtedness 
maturing more than one year from the date of issue. 

The application further states that upon consummation of the proposed merger 
Pacific Power, as the surviving corporation, proposes to use the facilities of the 
constituent corporations for the same purposes for which they are presently 
being used. 

The application indicates that the respective properties of Pacific Power and 
Mountain States are entered in the accounts of those companies at the original 
cost thereof and the proposed merger will not result in the creation of acquisi- 
tion adjustments. The original cost as of December 31, 1953, of the facilities 


1 Constitutes all of Mountain States’ presently issued and outstanding Preferred Stock. 

2 Pacific Power presently has 90,036 shares of issued and outstanding 5 percent preferred 
stock (par value $100 per share). 

® Constitutes all of Pacific Powers’ presently issued and outstanding common stock. 

* Constitutes all of Moutain States’ presently issued and outstanding common stock. 
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of Pacific Power is stated to be $129,158,045 with an applicable reserve for de- 
preciation of $16,755,081 and of Mountain States is stated to be $52,300,307 with 
an applicable reserve for depreciation of $9,321,392. 

The application sets forth that the proposed merger or consolidation will be 
in the public interest because it will result in a merger enterprise both larger and 
financially stronger than either constituent company operating independently 
and which should thereafter be better able to render service to the public in the 
areas concerned. Furthermore, that savings in power costs should accrue from 
the combination of the diversity of resources and loads on the respective systems 
of the two constituent companies and the regrouping or elimination of duplicated 
or overlapping functions and activities should result in savings in operating 
costs. 

Written notice of the application has been given to the Public Utilities Com- 
missioner of Oregon, the Public Service Commission of Washington, the Public 
Service Commission of Wyoming, the Public Utilities Commission of Idaho, and 
the Board of Railroad Commissioners of Montana, and to the Governor of each 
of those States. Notice has also been given by publication in the Federal Regis- 
ter on February 25, 1954 (19 F. R. 1075), stating that any person desiring to be 
heard or to make any protest with reference to the application should file a peti- 
tion or protest on or before March 10, 1954. 

sy letter filed March 5, 1954, Mr. P. C. Mohrman, of Woodhaven, N. Y., pro- 
tested against the proposed exchange of Mountain States 5 percent preferred 
stock (par value $50 per share) for 5 percent preferred stock (par value $100 
per share) of Pacific Power, as the surviving corporation. Mr. Mohrman, a 
stockholder of Mountain States’ 5 percent preferred stock (par value $50 per 
share), alleged, among other things, “the proposed terms of exchange for pre- 
ferred stock of Mountain States substantially dilute both the asset and earnings 
position of present Mountain States preferred-stock holders.” 

A copy of Mr. Mohrman’s protest was served upon both Pacific Power and 
Mountain States. Both companies responded concerning the bases of the pro- 
posed merger agreement, generally, as heretofore recited and Pacific Power 
pointed out that had the protestant’s calculations of dividend coverage been 
made on the basis of the merged company instead of on the basis of Pacific Power 
before the merger, as he did, it would be apparent that the dividend coverage 
and the proportion of capitalization represented by common equity was adequate. 

No other protest or petition or request to be heard in opposition to the granting 
of the application has been received. 

The proposed merger or consolidation of Pacific Power and Mountain States 
was approved by the Public Utilities Commission of Oregon by order entered 
April 14, 1954, and by the Public Service Commission of Wyoming by order dated 
April 30, 1954, and by the Public Utilities Commission of Idaho by order 
dated May 5, 1954. 

Pacific Power was authorized by the Public Service Commission of Washington 
by order dated April 22, 1954, to issue certain additional securities to effect the 
proposed merger or consolidation with Mountain States. 

The Commission finds: 

(1) Pacific Power is a corporation organized and existing under the laws 
of the State of Maine. It owns and operates facilities, among others, for 
the transmission and sale at wholesale of electric energy which is trans- 
mitted between the States of Oregon and Washington and consumed at points 
outside of the State in which generated, all of which facilities are in 
addition to and do not include facilities used for the generation of electric 
energy, facilities used in local distribution or only for the transmission of 
electric energy in intrastate commerce, or facilities for the transmission 
of electric energy consumed wholly by the transmitter and Pacific Power is, 
therefore, a public utility within the meaning of that term as used in sections 
203 and 204 of the Federal Power Act. 

(2) Mountain States is a corporation organized and existing under the 
laws of the State of Delaware. It owns and operates facilities, among 
others, for the transmission of electric energy which is transmitted between 
the States of Wyoming and Montana and consumed at points outside of 
the State in which generated, all of which facilities are in addition to 
and do not include facilities used for the generation of electric energy, 
facilities used in local distribution or only for the transmission of electric 
energy in intrastate commerce, or facilities for the transmission of electric 
energy consumed wholly by the transmitter and Mountain States is, therefore, 





STUDY OF THE ANTITRUST LAWS 2237 


a public utility within the meaning of that term as used in section 203 of the 
Federal Power Act. 

(3) By the proposed transaction Pacific Power and Mountain States will, 
within the meaning of section 203 of the Act, merge or consolidate the whole 
of their respective facilities subject to the jurisdiction of the Commission. 

(4) The proposed merger or consolidation of the respective facilities of 
Pacific Power and Mountain States will be consistent with the public interest 
as expressed in the Act. 

(5) The proposed issuance of 36,496 shares of 5 percent preferred stock 
(par value $100 per share), and 3,329,278 shares of common stock (par value 
$6.50 per share), by Pacific Power, all as above described, will constitute 
issuances of securities within the purview of section 204 of the Act. 

(6) The proposed assumption of $24,540,000, principal amount, of first- 
mortgage bonds and other indebtedness of Mountain States maturing more 
than one year from the date of issue by Pacific Power, all as above described, 
will constitute an assumption of liability in respect of securities of another 
person within the purview of section 204 of the Act. 

(7) Pacific Power is not organized and operating in a State under the 
laws of which its security issues are regulated by a State Commission within 
the meaning of section 204 (f) of the Act, and the proposed issuance of pre- 
ferred stock and common stock, referred to in finding (5) above, and the 
proposed assumption of liability in respect of securities of Mountain States, 
referred to in finding (6) above, are, therefore, not exempt by virtue of that 
section from the requirements of section 204 of the Act. 

(8) The proposed issuance of preferred stock and common stock, referred 
to in finding (5) above, and the proposed assumption of liability in respect 
of securities of Mountain States, referred to in finding (6) above, as herein- 
after authorized, will be for a lawful object, within the corporate purposes 
of Pacific Power and compatible with the public interest, which is appropriate 
for and consistent with the proper performance by Pacific Power of service 
as a public utility, and which will not impair its ability to perform that 
service, and is reasonably appropriate for such purposes. 

(9) The protest filed March 5, 1954, by P. C. Mohrman, of Woodhaven, 
N. Y., is without merit. 

(10) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed merger or consolidation of the respective facilities of 
Pacific Power and Mountain States and the proposed issuance of preferred 
stock and common stock by Pacific Power and the proposed assumption of 
liability in respect of securities of Mountain States, all as above described, 
be and the same hereby are authorized and approved upon the terms and 
conditions as set forth in the application subject to the provisions of this 
order. 

(B) Pacific Power, as the surviving corporation, shall record the respec- 
tive electric facilities and properties of the constituent corporation, as de- 
scribed above, as provided in the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licensees. 

(C) This authorization shall expire unless the transactions hereby author- 
ized are consummated within 90 days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any matter what- 
soever which may come before this Commission or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or 


obligation on the part of the United States in respect of any securities to 
which this order relates. 


By the Commission. 


Leon M. Fuqvay, Secretary. 
Adopted: May 12, 1954. 


Issued: May 13, 1954. 
x 











